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TITLE  7— AGRICULTURE 

Chapter  I — Agricultural  Marketing 
Service  (Standards,  Inspections, 
Marketing  Practices),  Department 
of  Agriculture 

Part  25 — United  States  Standards  for 
Grades  of  Dry  Buttermilk 

TITRATABLE  ACIDITY 

In  the  Federal  Register  Document 
54-4971,  appearing  on  pages  3955  and 
3957  of  the  issue  for  Wednesday,  June  30, 
1954  (19  P.  R.  3955,  3957),  the  foUowing 
changes  are  made: 

1.  Paragraph  (a)  (9)  of  §  25.4  is  cor¬ 
rected  to  read: 

(a)  Titratable  acidity.  Not  less  than 
0.10  percent:  not  more  than  0.18  percent. 

2.  Paragraph  (a)  (9)  of  §  25.5  is  cor¬ 
rected  to  read: 

(a)  Titratable  acidity.  Not  less  than 
0.10  percent;  not  more  than  0.20  percent. 

Done  at  Washington,  D.  C.,  this  16th 
day  of  August  1954. 

[sEALl  Roy  W.  Lennartson, 

Deputy  Administrator, 
Agricultural  Marketing  Service. 

IP.  R.  Doc.  54-6450;  Piled.  A\ig.  18,  1954; 
8:52  a.  xn.] 


Chapter  IX — Agricultural  Marketing 
Service  (Marketing  Agreements  and 
Orders),  Department  of  Agriculture 

Part  959 — Irish  Potatoes  Grown  in  the 
I  Counties  of  ChiooK,  Deschutes,  Jef¬ 
ferson,  Klamath,  and  Lake  in  Oregon, 
AND  Modoc  and  Siskiyou  in  California 

LIMITATIONS  OF  SHIPMENTS 

I  959.311  Limitation  of  shipments — 
(a)  Findings.  Pursuant  to  Marketing 
Agreement  No.  114  and  Order  No.  59,  as 
amended  (7  CFR  Part  959)  regulating 
the  handling  of  Irish  potatoes  grown  in 
the  counties  of  Cr<x)k.  Deschutes,  Jeffer¬ 
son,  Klamath,  and  Lake  in  the  State  of 
Oregon,  and  Modoc  and  Siskiyou  in  the 
State  of  California,  effective  under  the 
applicable  provisions  of  the  Agricultural 
Marketing  Agreement  Act  of  1937,  as 
amended  (48  Stat.  31,  as  amended;  7 
U-  S.  C.  601  et  seq.),  and  upon  the  basis 


of  the  recommendation  and  information 
submitted  by  the  Oregon-California 
Potato  Committee,  established  pursuant 
to  said  marketing  agreement  and 
amended  order,  and  upon  other  avail¬ 
able  information,  it  is  hereby  found  that 
the  limitation  of  shipments,  as  herein¬ 
after  provided,  will  tend  to  effectuate  the 
declared  policy  of  the  act. 

(2)  It  is  hereby  found  that  it  is  im¬ 
practicable  and  contrary  to  the  public 
interest  to  give  preliminary  notice,  en¬ 
gage  in  public  rule  making  procedure, 
and  postpone  the  effective  date  of  this 
section  until  30  days  after  publication  in 
the  Federal  Register  (5  U.  S.  C.  1001 
et  seq.)  in  that  (i)  the  time  intervening 
between  the  date  when  information  upon 
which  this  section  is  based  became  avail¬ 
able  and  the  time  when  this  section  must 
become  effective  in  order  to  effectuate 
the  declared  policy  of  the  act  is  in- 
suflBcient,  (ii)  more  orderly  marketing 
in  the  public  interest,  than  would  other¬ 
wise  prevail,  will  be  promoted  by  regu¬ 
lating  the  shipment  of  potatoes,  in  the 
manner  set  forth  below,  on  and  after  the 
effective  date  of  this  section,  (iii)  com¬ 
pliance  with  this  section  will  not  require 
any  preparation  on  the  part  of  handlers 
which  cannot  be  completed  by  the  effec¬ 
tive  date,  and  (iv)  information  regarding 
the  committee’s  recommendations  has 
been  made  available  to  producers  and 
handlers  in  the  production  area. 

(b)  Order.  (1)  During  the  period  Au¬ 
gust  23,  1954  to  June  30, 1955,  both  dates 
inclusive  no  handler  shall  ship  any  po¬ 
tatoes  unless  such  potatoes  meet  the 
requirements  of  the  U.  S.  No.  2  or  better 
grade. 

(2)  During  the  period  beginning  Au¬ 
gust  23,  1954  and  ending  November  1, 
1954,  inclusive,  no  handler  shall  ship 
potatoes  unless  such  potatoes  meet  the 
requirements  of  subparagraph  (1)  of 
this  paragraph,  and,  in  addition,  are  not 
more  than  slightly  skinned,  as  such  term 
is  defined  in  the  U.  S.  Standards  for 
Potatoes,  which  means  that  not  more 
than  10  percent  of  the  potatoes  in  any 
lot  have  more  than  one-fourth  of  the 
skin  missing  or  “feathered”;  Provided. 
That  during  such  period,  not  to  exceed 
100  hundredweight  of  each  variety  of 
such  potatoes  may  be  handled  every  7 
days  for  any  producer  without  regard 
to  the  aforesaid  skinning  requirement, 
(Continued  on  p.  5253) 
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If  the  handler  thereof  reports,  prior  to 
such  handling,  the  name  and  address  of 
the  producer  of  such  potatoes,  and  each 
shipment  hereunder  is  handled  as  an 
Identifiable  entity. 

(3)  Pursuant  to  §  959.54  each  handler 
may  ship  not  in  excess  of  five  hundred¬ 
weight  per  week  without  regard  to  the 
limitations  set  forth  in  subparagraphs 
(1)  and  (2)  of  this  paragraph  and 
n  959.41  and  959.60. 

(4)  The  limitations  set  forth  in  sub- 
paragraphs  (1)  and  (2)  of  this  para¬ 
graph  shall  not  be  applicable  to 
shipments  of  potatoes  for  the  following 
purposes:  (i)  Grading  or  storing  in  the 
production  area,  (ii)  seed,  (iii)  export, 
(iv)  canning,  freezing,  (v)  dehydration, 
or  manufacture  or  conversion  into 
starch,  flour  and  alcohol,  (vi)  charity, 
and  (vii)  livestock  feed  within  the  pro¬ 
duction  area. 

(5)  Tlie  terms  used  in  this  section  shall 
have  the  same  meaning  as  when  used  in 
Marketing  Agreement  No.  114  and  Order 
No.  59,  as  amended,  and  grades  and  sizes 
shall  have  the  same  meaning  assigned 
those  terms  in  the  U.  S.  Standards  for 
Potatoes  (§§  51.1540  to  51.1559  of  this 
title) ,  including  the  tolerances  set  forth 
therein. 

(Sec.  5.  49  Stat.  753,  as  amended;  7  U.  S.  C. 
608c) 

Done  at  Washington,  D.  C.,  this  13th 
day  of  August  1954,  to  become  effective 
August  23,  1954. 

tsEALl  S.  R.  Smith, 

Director.  Fruit  and  Vegetable 
Division,  Agricultural  Mar¬ 
keting  Service. 

IP.  R.  Doc.  64-6426;  Piled,  Aug.  18,  1954; 
8:48  a.  m.] 


TITLE  15 — COMMERCE  AND 
FOREIGN  TRADE 

Chapter  VII — Committee  for 
Reciprocity  Information 

Revision  of  Rules  or  Procedure 

The  Rules  of  Procedure  of  the  Com¬ 
mittee  for  Reciprocity  Information  are 
revised  as  of  August  16,  1954,  and  appear 
as  set  forth  below. 

Part  701 — General 

Sec. 

701.1  Publication  of  notices. 

701.2  Matters  of  official  record  available  to 

the  public. 

701.3  Matters  of  official  record  not  available 

to  the  public. 

701.4  Action  taken  upon  information  re¬ 

ceived. 

701.5  Suggestions  for  presentations. 

Atjthoritt:  {§  701.1  to  701.5  issued  under 
sec.  4,  48  Stat.  945,  as  amended;  Pub.  Law 
464,  83d  Cong.;  19  U.  S.  C.  1354,  E.  O.’s  10082, 
10170,  14  P.  R.  6105,  15  F.  R.  6901;  3  CFR, 
1949  Supp.,  1950  Supp. 

§  701.1  Publication  of  notices.  Con¬ 
currently  with  the  publication  pursuant 
to  section  4  of  the  act  approved  June  12, 
1934,  as  amended  (48  Stat.  945,  19 
U.  S.  C.  (1946)  1354;  Pub.  Law  464,  83d 
Cong.),  of  formal  notice  of  intention  to 
negotiate  a  trade  agreement,  the  Com¬ 
mittee  for  Reciprocity  Information  shall 
publish  notice  of  the  time  during  which 
views  in  writing  may  be  presented,  to¬ 
gether  with  the  period  within  which  ap¬ 
plication  may  be  made  to  prescr^  oral 
views  and  the  date  of  the  pu  Ic  i.*c:ar- 
ings.  Such  notice  shall  be  published  in 
the  Federal  Register,  and  it  shall  also 
be  issued  to  the  press  and  published  in 
the  Department  of  State  Bulletin,  the 
Treasury  Decisions,  and  the  Foreign 
Commerce  Weekly. 

§  701.2  Matters  of  official  record 
available  to  the  public.  The  following 
information  may  be  inspected  by  persons 
concerned  during  regular  office  hours,  on 
request  to  the  Executive  Secretary,  at 
the  office  of  the  Committee  for  Reci¬ 
procity  Information,  Tariff  Commission 
Building,  Washington  25,  D.  C.: 

(a)  Written  views  filed  with  the  Com¬ 
mittee  concerning  proposed  trade -agree¬ 
ment  negotiations  or  the  operation  of 
a  trade  agreement  already  in  effect,  ex¬ 
cept  information  and  business  data  sub¬ 
mitted  for  official  use  only  of  Commit¬ 
tee. 

(b)  Transcripts  of  testimony  taken 
and  exhibits  submitted  at  public  hear¬ 
ings  and  informal  conferences. 

(c)  Notices  concerning  public  hear¬ 
ings  and  the  filing  of  written  views. 

§  701.3  Matters  of  official  record  not 
available  to  the  public.  The  following 
information  is  not  available  for  public 
inspection: 

(a)  Information  and  business  data 
submitted  for  official  use  only  of  Com¬ 
mittee.  (Title  18,  U.  S.  C.,  sec.  1905  (62 
Stat.  791)  imposes  criminal  penalties 
upon  an  officer  or  employee  of  the  United 
States  or  of  any  department  or  agency 
thereof  who  discloses  “in  any  manner  or 
to  any  extent  not  authorized  by  law  any 
information  coming  to  him  in  the  course 


of  his  employment  or  official  duties  or  by 
reason  of  any  examination  or  investiga¬ 
tion  made  by,  or  return,  report  or  record 
made  to  or  filed  with,  such  department 
or  agency  or  officer  oj  employee  thereof, 
which  information  concerns  or  relates  to 
the  trade  secrets,  processes,  operations, 
style  of  work,  or  apparatus,  or  to  the 
identity,  confidential  statistical  data, 
amount  or  source  of  any  income,  profits, 
losses,  or  expenditures  of  any  person, 
firm,  partnership,  corporation,  or  asso¬ 
ciation  •  •  •.”) 

(b)  Information  and  business  data 
sutoiitted  to  the  Committee  for  its  offi¬ 
cial  use  only  shall  be  submitted  on  sep¬ 
arate  pages  clearly  marked  “For  official 
use  only  of  Committee  for  Reciprocity 
Information”.  The  Committee  may  re¬ 
fuse  to  accept  any  particular  informa¬ 
tion  or  data  so  marked  which  it  deter¬ 
mines  is  not  entitled  to  exemption  from 
inspection  under  §  701.2. 

§  701.4  Action  taken  upon  informa¬ 
tion  received.  Information  of  any  kind 
received  by  the  Committee  will  be  made 
available  to  all  governmental  agencies 
represented  on  the  Committee  for  Reci¬ 
procity  Information. 

§  701.5  Suggestions  for  presentation. 
Suggestions  regarding  the  preparation 
and  presentation  of  written  views  and 
oral  testimony  will  be  supplied  to  in¬ 
terested  persons  upon  request  to  the 
Executive  Secretary  of  the  Committee. 


■^.•-RT  702 — Written  Presentation  of 
Views 

r  . 

702.)  Place  and  time  of  submission. 

702.2  Number  of  copies. 

702.3  Form  of  submission. 

Authoritt:  §§  702.1  to  702.3  issued  under 
sec.  4,  48  Stat.  945,  as  amended;  Pub.  Law 
464,  83d  Cong.;  19  U.  S.  C.  1354,  E.  O.’s  10082, 
10170,  14  F.  R.  6105,  15  F.  R.  6901;  3  CFR, 
1949  Supp.,  1950  Supp. 

§  702.1  Place  and  time  of  submission. 
Views  in  writing  shall  be  addressed  to 
the  Committee  for  Reciprocity  Infor¬ 
mation,  Tariff  Commission  Building, 
Washington  25,  D.  C.  Such  views  can 
be  assured  of  full  consideration  only  if 
received  by  the  Committee  before  the 
close  of  the  period  announced  for  their 
submission  to  the  Committee. 

§  702.2  Number  of  copies.  Written 
views  must  be  submitted  in  not  less  than 
fifteen  copies. 

§  702.3  Form  of  submission.  No 
special  form  is  required  in  the  presenta¬ 
tion  of  written  views  to  the  Committee. 
Written  views  shall  be  legibly  typed, 
printed,  or  duplicated  and  at  least  one 
copy  shall  be  under  oath  or  affirmation. 


Part  703 — Oral  Presentation  of  Views 
at  Public  Hearings 

Sec. 

703.1  Request  for  permission  to  present 

oral  testimony, 

703.2  Notice  of  permission  to  present  oral 

testimony. 

703.3  Oatli. 

Authority:  !S  703.1  to  703.3  Issued  under 
sec.  4,  48  Stat.  945,  as  amended;  Pub.  Law 
464,  83d  Cong.;  19  U.  S.  C.  1354,  E.  O.’s  10082, 
10170,  14  F.  R.  6105,  15  F.  R.  6901;  3  CFR, 
1949  Supp.,  1950  Supp. 


5254 


RULES  AND  REGULATIONS 


S  703.1  Request  for  permission  to 
present  oral  testimony.  Requests  to 
present  oral  views  to  the  Committee  at 
public  hearings  shall  be  made  prior  to 
the  expiration  of  the  time  announced  for 
submitting  such  requests  and  will  be 
granted  only  if  written  views  have  been 
submitted  by  or  on  behalf  of  the  person 
making  the  request.  Oral  presentations 
should  supplement  information  con¬ 
tained  in  written  views. 

§  703.2  Notice  of  permission  to  pre~ 
sent  oral  testimony.  After  receipt  and 
consideration  of  requests  to  present  oral 
testimony,  the  Conunittee  will  notify  the 
applicant  whether  or  not  the  request  is* 
granted,  and.  if  so,  the  time  and  place 
of  the  hearing. 

§  703.3  Oath.  All  oral  statements 
made  to  the  Committee  at  public  hear¬ 
ings  shall  be  under  oath  or  affirmation. 


Part  704 — Presentation  of  Views  With¬ 
out  Statutory  Notice 

Sec. 

704.1  Request  for  an  informal  conference. 

704.2  Purposes  of  an  informal  conference. 

704.3  Written  views  in  other  situations. 

Authoritt;  §5  704.1  to  704.3  Issued  under 
sec.  4,  48  Stat.  945,  as  amended;  Pub.  Law 
464,  83d  Cong.;  19  U.  S.  C.  1354.  E.  O.’s  10082, 
10170.  14  P.  R.  6105,  15  F.  R.  6901;  3  CFR,  1949 
Supp.,  1950  Supp. 

§  704.1  Request  for  an  informal  con¬ 
ference.  Persons  desiring  to  make  oral 
presentations  to  the  Committee  other 
than  at  public  hearings  may  request  an 
informal  conference  with  the  Commit¬ 
tee,  A  request  for  an  informal  confer¬ 
ence  should  be  accompanied  by  a  state¬ 
ment  of  the  reasons  for  the  request. 
Fifteen  copies  of  such  statement  should 
be  submitted  to  the  Committee. 

§  704.2  Purposes  of  an  informal  con¬ 
ference.  An  informal  conference  may  be 
arranged  for  the  purpose  of  enabling  in¬ 
terested  persons  to  present  their  views 
with  respect  to  the  operation  and  effect 
of  a  trade  agreement  which  is  in  force 
or  to  any  aspect  thereof.  Such  a  con¬ 
ference  may  also  be  arranged  in  order 
to  enable  interested  persons  to  present 
information  and  views  concerning  some 
important  development  in  reference  to 
a  proposed  trade  agreement  that  may 
have  occurred  after  a  public  hearing. 
An  informal  conference  will  not  be 
granted  as  a  substitute  for  a  public  hear¬ 
ing.* 

§  704.3  Written  views  in  other  situa¬ 
tions.  Written  views  with  respect  to  the 
operation  and  effect  of  trade  agreements 
which  are  in  force  or  to  any  aspect  there¬ 
of  may  be  submitted  to  the  Committee 
by  interested  persons  at  any  time.  To 
the  extent  considered  appropriate  by  the 
Committee,  the  provisions  of  parts  701 
to  703  of  this  chapter  shall  be  applied  to 
the  receipt  of  written  and  oral  views  by 
the  Committee  in  cases  not  covered  by 
§  701.1  of  this  chapter;  except  that 
§§  701.2  to  701.4,  inclusive,  of  this  chap¬ 
ter,  shall  apply  in  all  cases. 


By  direction  of  the  Committee  for 
Reciprocity  Information  this  16th  day 
of  August  1954. 

Edward  Yardley, 
Executive  Secretary. 

[P.  R.  Doc.  54-6452;  Piled,  Aug.  18,  1954; 

8:54  a.  m.] 

TITLE  16— COMMERCIAL 
PRACTICES 

Chapter  I — Federal  Trade  Commission 

[Docket  62051 

Part  3 — Digest  of  Cease  and  Desist 
Orders 

BUCHANAN  HEARING  AID  CO. 

Subpart — Advertising  falsely  or  mis¬ 
leadingly:  §  3.110  Indorsements,  ap¬ 
proval  and  testimonials:  §  3.170  Quali¬ 
ties  or  properties  of  product  or  service; 

§  3.200  Sample,  offer  or  order  conform¬ 
ance.  Subpart — Claiming  or  using  in¬ 
dorsements  or  testimonials  falsely  or 
misleadingly:  §  3.330  Claiming  or  using 
indorsements  or  testimonials  falsely  or 
misleadingly.  Subpart — Offering  unfair, 
improper  and  deceptive  inducements  to 
purchase  or  deal:  §  3.2060  Sample,  offer 
or  order  conformance.  I.  In  connection 
with  the  offering  for  sale,  sale,  and  dis¬ 
tribution  of  a  device  designated  as  the 
“Dahlberg  Tru-Sonic  Canal  Earphone”, 
or  any  device  of  substantially  similar 
character,  whether  sold  under  the  same 
or  any  other  name,  disseminating,  etc., 
any  advertisements  by  means  of  the 
United  States  mails,  or  in  commerce,  or 
by  any  means  to  induce,  etc.,  directly  or 
indirectly,  the  purchase  of  said  device 
in  commerce,  etc.,  which  advertisements 
represent  directly  or  by  implication  that 
said  device:  (a)  Will  fit  the  ear  canal  of 
all  persons;  (b)  is  hidden  and  out  of 
sight  when  inserted  in  the  ear  canal;  (c) 
will  fit  all  hearing  aids;  and  (d)  has 
been  accepted  by  the  American  Medical 
Association;  and,  II,  in  connection  with 
the  offering  for  sale,  sale,  and  distribu¬ 
tion  of  hearing  aids  or  other  merchan¬ 
dise  in  commerce,  representing  directly 
or  by  implication  that  hearing  aids  or 
other  merchandise  are  offered  for  sale, 
when  such  offer  is  not  a  bona  fide  offer  to 
sell  the  merchandise  so  offered;  pro¬ 
hibited. 

(Sec.  6,  38  stat.  722;  15  U.  S.  C.  46.  Interpret 
or  apply  sec.  5.  38  Stat.  719;  15  U.  S.  C.  45) 
(Cease  and  desist  order,  Anthony  W.  Hage- 
dorn  d.  b.  a.  Buchanan  Hearing  Aid  Com¬ 
pany,  Washington,  D,  C„  Docket  6205,  July 
30,  1954] 

This  proceeding  was  heard  by  James 
A.  Purcell,  hearing  examiner,  upon  the 
complaint  of  the  Commission  which 
charged  respondent  with  misrepresent¬ 
ing  in  advertising,  and  upon  a  stipula¬ 
tion,  which  appears  of  record  in  the  in¬ 
stant  formal  proceeding,  for  a  consent 
order. 

By  the  terms  of  said  stipulation,  the 
parties  agreed  that  the  complaint  and 
said  stipulation  should  constitute  the 
entire  record  in  the  matter;  that  re¬ 
spondent  admitted  all  of  the  jurisdic¬ 
tional  allegations  set  forth  in  the  com¬ 
plaint;  that  both  parties  waived  the 


making  of  findings  of  fact  or  conclu¬ 
sions  of  law  by  the  hearing  examiner  or 
by  the  Commission;  that  respondent 
waived  the  right  to  file  exceptions  or  to 
demand  oral  argument  before  the  Com¬ 
mission,  as  well  also  all  further  and  other 
procedure  before  the  hearing  examiner 
or  the  Commission  to  which,  but  for  the 
execution  of  said  stipulation,  respondent 
was  entitled  under  the  Federal  Trade 
Commission  Act  or  rules  of  practice  of 
the  Commission. 

Said  stipulation  further  recited  that 
it  was  executed  for  settlement  purposes 
only,  did  not  constitute  an  admission  by 
respondent  of  violation  of  law  as  alleged 
in  the  complaint,  and  that  said  com¬ 
plaint  might  be  used  in  construing  the 
terms  of  the  order  herein,  which  order 
might  be  altered,  modified,  or  set  aside 
in  the  manner  provided  by  law. 

Thereafter  said  examiner,  on  the  basis 
of  the  foregoing,  concluded  that  the  pro¬ 
ceeding  was  in  the  public  interest  and 
made  his  initial  decision  and,  in  con¬ 
formity  with  the  action  contemplated 
and  agreed  as  above  set  forth,  made  his 
order  to  cease  and  desist  in  disposition 
of  the  proceeding. 

No  appeal  having  been  filed  from  said 
initial  decision  of  said  hearing  exam¬ 
iner,  as  provided  for  in  Rule  XXII  of 
the  Commission’s  rules  of  practice,  nor 
any  other  action  taken  as  thereby  pro¬ 
vided  to  prevent  said  initial  decision  be¬ 
coming  the  decision  of  the  Commission 
thirty  days  from  service  thereof  upon 
the  parties,  said  initial  decision,  includ¬ 
ing  said  order,  accordingly,  imder  the 
provisions  of  said  Rule  XXII  became 
the  decision  of  the  Commission  on  July 
30,  1954. 

Said  order  is  as  follows : 

It  is  ordered.  That  respondent,  An¬ 
thony  W.  Hagedorn,  an  individual  doing 
business  as  Buchanan  Hearing  Aid  Com¬ 
pany,  or  under  any  other  name,  and 
respondent’s  agents,  representatives  and 
employees,  directly  or  through  any  cor¬ 
porate  or  other  device,  in  connection 
with  the  offering  for  sale,  sale  and  dis¬ 
tribution  of  the  device  designated  as  the 
“Dahlberg  Tru-Sonic  Canal  Earphone," 
or  any  device  of  substantially  similar 
character,  whether  sold  under  the  same 
or  an  other  name,  do  forthwith  cease 
and  desist  from  directly  or  indirectly: 

1.  Disseminating  or  causing  to  be  dis¬ 
seminated  by  means  of  the  United  States 
Mails  or  by  any  other  means  in  com¬ 
merce,  as  “commerce”  is  defined  in  the 
Federal  Trade  Commission  Act,  any  ad¬ 
vertisement  which  represents  directly  or 
by  implication  that  said  device: 

(a)  Will  fit  the  ear  canal  of  all 
persons; 

(b)  Is  hidden  and  out  of  sight  when 
inserted  in  the  ear  canal; 

(c)  Will  fit  all  hearing  aids; 

(d)  Has  been  accepted  by  the  Ameri¬ 
can  Medical  Association. 

2.  Disseminating  or  causing  to  be  dis¬ 
seminated  by  any  means  for  the  purpose 
of  inducing  or  which  is  likely  to  induce, 
directly  or  indirectly,  the  purchase  of 
said  device  in  commerce,  as  “commerce” 
is  defined  in  the  Federal  Trade  Commis¬ 
sion  Act,  any  advertisement  which  con¬ 
tains  any  of  the  representations  prohib¬ 
ited  in  paragraph  (1)  above. 
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Jt  is  further  ordered.  That  respondent, 
Anthony  W.  Hagedorn,  an  individual 
doing  business  as  Buchanan  Hearing  Aid 
Company,  or  under  any  other  name,  and 
respondent’s  agents  and  employees,  di¬ 
rectly  or  through  any  corporate  or  other 
device,  in  connection  with  the  offering 
for  sale,  sale  and  distribution  of  hearing 
aids  or  other  merchandise  in  commerce, 
as  “commerce”  is  defined  in  the  Federal 
Trade  Commission  Act,  do  forthwith 
cease  and  desist  from  representing  di¬ 
rectly  or  by  implication  that  hearing  aids 
or  other  merchandise  are  offered  for  sale 
when  such  offer  is  not  a  bona  fide  offer 
to  sell  the  merchandise  so  offered. 

By  “Decision  of  the  Commission  and 
Order  to  File  Report  of  Compliance”, 
Docket  6205,  June  30,  1954,  which  an¬ 
nounced  and  decreed  fruition  of  said 
initial  decision,  report  of  compliance  was 
required  as  follows: 

It  is  ordered.  That  the  respondent 
herein  shall  within  sixty  (60)  days  after 
service  upon  it  of  this  order,  file  with 
the  Commission  a  report  in  writing  set¬ 
ting  forth  in  detail  the  manner  and  form 
in  which  it  has  complied  with  the  order 
to  cease  and  desist. 

Issued:  June  30,  1954. 

By  the  Commission. 

[seal]  Robert  M.  Parrish, 

Secretary. 

[P.  R.  Doc.  54-6385;  Piled.  Aug.  18,  1954; 
8:45  a.  m.] 

TITLE  38— PENSIONS,  BONUSES, 
AND  VETERANS’  RELIEF 

Chapter  I — ^Veterans*  Administration 

Part  3 — Veterans  Claims 
PROVISIONAL  regulations;  to  restore 

ELIGIBILITY  OF  CERTAIN  CITIZENS  OR 
SUBJECTS  OF  GERMANY  OR  JAPAN  TO  RE¬ 
CEIVE  BENEFITS  UNDER  VETERANS’  LAWS 

A  new  §  3.1519  is  added  as  follows: 

§  3.1519  To  restore  eligibility  of  cer¬ 
tain  citizens  or  subjects  of  Germany  or 
Japan  to  receive  benefits  under  veterans’ 
laws,  (a)  Public  Law  467,  83d  Congress, 
approved  July  1,  1954,  provides: 

That  any  person  who,  but  for  the  last  pro¬ 
viso  of  the  Act  entitled  “An  Act  to  provide 
for  the  payment  of  pension  or  other  benefits 
withheld  from  persons  for  the  period  they 
were  residing  in  countries  occupied  by  en¬ 
emy  forces  in  World  War  11,’*  approved  Au¬ 
gust  7,  1946  (Public  Law  622,  Seventy-ninth 
Congress),  would  be  entitled  to  compensa¬ 
tion  or  pension  benefits  payable  under  laws 
administered  by  the  Veterans’  Administra¬ 
tion  shall  be  entitled  to  such  benefits  from 
the  date  of  enactment  of  this  Act,  if  claim 
therefor  is  filed  within  one  year  after  such 
date,  or  from  the  date  of  claim,  if  claim 
therefor  is  filed  more  than  one  year  after 
such  date. 

(b)  The  quoted  law  has  the  effect  of 
repealing  the  last  proviso  of  Public  Law 
622,  79th  Congress,  thereby  restoring 
eligibility  of  certain  citizens  or  subjects 
of  Germany  or  Japan  to  receive  benefits 
under  veterans’  laws  provided  payments 
are  otherwise  in  order.  Benefits  are 
payable  from  July  1,  1954,  if  a  claim  is 
filed  within  one  year  after  that  year. 


If  claim  is  not  filed  within  that  period, 
any  benefits  payable  will  be  authorized 
from  date  of  claim.  Benefits  may  not 
be  paid  pursuant  to  this  law  for  any 
period  prior  to  July  1,  1954.  A  claim 
pending  on  July  1,  1954  will  be  consid¬ 
ered  a  claim  under  this  act.  (Instruc¬ 
tion  2,  Pub.  Law  467,  83d  Cong.) 

(Sec.  5,  43  Stat.  608,  as  amended,  sec.  2,  46 
Stat.  1016,  sec.  7,  48  Stat.  9;  38  U.  S.  C.  11a, 
426,  707) 

This  regulation  is  effective  August  19, 
1954. 

[seal!  J.  C.  Palmer, 

Acting  Deputy  Administrator. 

[P.  R.  Doc.  54-6445;  Filed.  Aug.  18,  1954; 
8:51  a.  m.] 


TITLE  43— PUBLIC  LANDS: 
INTERIOR 

Chapter  I — Bureau  of  Land  Manage¬ 
ment,  Department  of  the  Interior 

Appendix  C — Public  Land  Orders 
[Public  Land  Order  991] 

Alaska 

partial  revocation  of  PUBLIC  LAND  ORDER 
NO.  910  OF  AUGUST  7,  1953 

By  virtue  of  the  authority  vested  in 
the  President  and  pursuant  to  Executive 
Order  No.  10355  of  May  26,  1952,  it  is 
ordered  as  follows: 

'  Public  Land  Order  No.  910  of  August  7, 
1953,  reserving  certain  public  lands  in 
Alaska  for  the  use  of  the  Department  of 
the  Army  for  military  purposes  is  hereby 
revoked  so  far  as  it'  affects  the  following- 
described  lands: 

Beginning  at  the  corner  of  Public  Land 
Order  910  at  the  intersection  of  the  west 
bank  of  the  Gerstle  River  and  the  south 
boundary  line  of  the  Alaska  Highway  Re¬ 
serve.  Thence  north  61  ”  41.5'  west  along  the 
south  boundary  line  of  the  Alaska  Highway 
Reserve  1320';  thence  south  56®  30'  west 
19,049.5';  thence  south  58®  36'  east  to  the 
west  bank  of  the  Gerstle  River;  thence  north¬ 
easterly  along  the  west  bank  of  the  Gerstle 
River  to  the  place  of  beginning. 

The  tract  described  contains  approxi¬ 
mately  1,000  acres. 

At  10:00  a.  m.  on  the  35th  day  after 
the  date  of  this  order  the  said  lands  shall, 
subject  to  valid  existing  rights  and  to  the 
provisions  of  existing  withdrawals,  be 
opened  to  settlement  under  the  home¬ 
stead  laws  or  the  Small  Tract  Act  of 
June  1,  1938  (52  Stat.  609;  43  U.  S.  C. 
682a) ,  as  amended,  or,  if  nonmineral  in 
character,  under  the  Alaska  Home  Site 
Act  of  May  26,  1934  (48  Stat.  809;  48 
U.  S.  C.  461),  and  to  those  forms  of  ap¬ 
propriation  only  by  qualified  veterans  of 
World  War  II  and  the  Korean  conflict 
for  whose  services  recognition  is  granted 
by  the  act  of  September  27,  1944  (58 
Stat.  747;  43  U.  S.  C.  279-284),  as 
amended,  and  by  other  qualified  persons 
entitled  to  credit  for  service  under  the 
said  act.  Commencing  at  10:00  a.  m.  on 
the  126th  day  after  the  date  of  this  or¬ 
der,  any  of  such  lands  not  settled  upon 
by  veterans  or  other  persons  entitled  to 
credit  for  service  shall  become  subject  to 
settlement  and  other  forms  of  appropria¬ 


tion  by  the  public  generally  in  accord¬ 
ance  with  appropriate  laws  and  regula¬ 
tions. 

All  applications  filed  pursuant  to  the 
Veterans’  Preference  Act  of  1944,  as 
amended,  on  or  before  10:00  a.  m.  of  the 
35th  day  after  the  date  of  this  order  shall 
be  treated  as  though  simultaneously  filed 
at  that  time.  All  other  applications 
under  the  public-land  laws  filed  on  or 
before  10:00  a.  m.  of  the  126th  day  after 
the  date  of  this  order  shall  be  treated  as 
though  simultaneously  filed  at  that  time. 

Inquiries  concerning  these  lands  shall 
be  addressed  to  the  Manager,  Land 
OflBce,  Fairbanks,  Alaska. 

Ralph  A.  ’Tudor, 
Acting  Secretary  of  the  Interior. 

August  13,  1954. 

[P.  R.  Doc.  54-6419;  Filed,  Aug.  18,  1954; 

8:46  a.  m.] 


[Public  Land  Order  992] 

Nevada 

modifying  executive  order  no.  8927  OF 

OCTOBER  29,  1941  TO  PERMIT  MINERAL 

LEASING  OF  PORTIONS  OF  THE  RESERVED 

LANDS 

By  virtue  of  the  authority  vested  in 
the  President  and  pursuant  to  Execu¬ 
tive  Order  No.  10355  of  May  26,  1952,  it 
is  ordered  as  follows: 

Executive  Order  No.  8927  of  October 
29,  1941,  withdrawing  certain  public 
lands  under  the  jurisdiction  of  the  Sec¬ 
retary  of  the  Interior  for  use  in  connec¬ 
tion  with  the  production  of  magnesium 
metals  and  magnesium  alloys  for  na¬ 
tional  defense  purposes,  is  hereby  modi¬ 
fied  to  the  extent  necessary  to  permit 
the  issuance  of  mineral  leases  pursuant 
to  the  Mineral  Leasing  Act  of  February 
25,  1920  (41  Stat.  437;  30  U.  S.  C.,  sec. 
181  et  seq.),  as  amended  and  supple¬ 
mented,  for  the  following  described 
lands: 

Mount  Diablo  Meridian 
T  2 1  S  R  62  E! 

‘sec.  25.  ‘N'^NEl^,  SEV4NEV4.  NE'4NWV4, 
SW  SE14 ,  SE  »4  SW 14 ; 

Sec.  31.  SW^^NE^^,  NWViNW%.  SEy4NWi4, 
SE«4SEi4: 

Sec.  32,  NE'4.  SE>ANWV4: 

Sec.  33,  NW>4; 

Sec.  34,  NW>4SE>4.  SVaSE^.  WVa: 

Sec.  35.  Ni/2NEy4,  Ny2NWy4.  WMiSWiASEiA, 
NEJ4SW»4.  S'^SWVi. 

T.  22  S.,  R.  62  E., 

Sec.  2,  Wyj; 

Sec.  9.  NWViSEi^. 

T.  21  S.,  R.  63  E., 

Sec.  30,  NJ/a.  S'/aSya. 

T.  22  S.,  R.  63  E., 

Sec.  19.  wya,  SE>4; 

Sec.  20,  SW>/4 

Sec.  21,  Eya; 

Sec.  27; 

Sec.  28.  SW»4; 

Secs.  29,  33  and  34. 

The  areas  described  aggregate  ap¬ 
proximately  5,260  acres. 

Orme  Lewis, 

Assistant  Secretary  of  the  Interior. 

August  13,  1954. 

[P.  R.  Doc.  54-6420;  Filed,  Aug.  18,  1964; 
8:46  a.  m.] 
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RULES  AND  REGULATIONS 


title  24— housing  AND 
HOUSING  CREDIT 

Chapter  II  —  Federal  Housing  Ad¬ 
ministration,  Housing  and  Home 
Finance  Agency 

Subchoptcr  D— Multifamily  and  Group  Housing 
Insurant# 

Part  232 — Multifamily  Housing  Insur¬ 
ance;  Eligibility  Requirements  of 
Mortgage  Covering  Multifamily 
Housing 

APPLICATION  AND  COMMITMENTS 

Sec. 

232.1  Information  for  preliminary  exami¬ 

nation. 

232.2  Issuance  of  commitment. 

ELIGIBLE  MORTGAGES 

232.3  Mortgage  forms. 

232.4  Eligibility  for  Insurance. 

232.5  Maturity. 

232.6  Pa3rment  requirements. 

232.7  Interest  rate. 

232.8  Mortgage  to  cover  the  entire  prop¬ 

erty. 

232.9  Covenant  against  liens. 

232.10  Covenant  for  fire  Insurance. 

232.11  Soundness  of  project. 

232.12  Accumulation  of  next  premium. 

232.13  Application  of  pa3nnents. 

232.14  Prepayment  privilege  and  late 

charges. 

232.15  Issuance  of  bonds. 

232.16  Mortgage  covenant  regarding  racial 

restrictions. 

ELIGIBLE  MORTGAGORS 

232.17  Classification. 

SUPERVISION  OP  MORTGAGORS 
232  18  In  general. 

232.19  Required  supervision  of  private 

mortgagors. 

232.20  Special  certificates  and  contract  to 

be  executed  by  mortgagor. 

ELIGIBLE  MORTGAGEES 

232.21  Qualification  of  lenders. 

PROPERTY  REQUIREMENTS 

232.22  Eligibility  of  property. 

232^23  Development  of  property. 

ADJUSTMENT  OF  MORTGAGE  AMOUNT 

232.24  Certification  of  cost  requirements. 

232.25  Form  of  contract. 

232.26  Certificate  of  actual  cost. 

232.27  Adjustment  resulting  from  cost  cer-- 

tificatlon. 

232.28  Rehabilitation  projects. 

232.29  Requisites  of  agreement  and  certifi¬ 

cation. 

OTHER  ELIGIBLE  MORTGAGES 

232.30  Eligibility  of  miscellaneous  type 

mortgages. 

232.31  Eligibility  of  refinanced  mortgages. 

232.32  Reinsurance  of  Commissioner-held 

mortgages. 

TITLE 

232.33  Eligibility  of  title. 

232.34  Title  evidence. 

EPTECnVE  DATE 

232.35  Effective  date. 

Authortty:  §S  232.1  to  232.35  Issued  under 
•ec.  211,  52  Stat.  23;  12  U.  S.  C.  1715b. 

§  232.1  Information  for  preliminary 
examination,  (a)  Information  required 
for  the  examination  of  a  Rental  Housing 
Project  under  section  207  shall  be  sub¬ 
mitted  in  the  form  of  an  application  for 
mortgage  insurance  by  an  approved 


mortgagee  and  by  the  sponsors  of  such 
project  through  the  local  Federal  Hous¬ 
ing  Administration  office,  on  approved 
FHA  Application  Form  (executed  in 
triplicate) .  No  application  will  be  con¬ 
sidered  unless  the  exhibits  called  for  by 
such  form  are  furnished  and  a  fee  of 
$1.50  per  thousand  of  the  face  amount 
of  the  mortgage  loan  applied  for  (re¬ 
ferred  to  as  “application  fee”)  is  paid. 

(b)  (1)  A  further  sum  (referred  to  as 
commitment  fee)  which  when  added  to 
the  application  fee  will  aggregate  $3.00 
per  thousand  of  the  face  amount  of  the 
mortgage  loan  set  forth  in  the  commit¬ 
ment  shall  be  paid  within  30  days  subse¬ 
quent  to  the  date  of  the  commitment. 

(2)  In  the  case  of  a  mortgagor  of  the 
character  described  in  §  232.17  (b) ,  the 
application  and  commitment  fees  to  be 
paid  under  this  section  shall  be  fixed  by 
the  Commissioner,  but  shall  not  exceed 
three  dollars  ($3.00)  per  thousand  of  the 
original  face  amount  of  the  mortgage. 

(c)  Upon  application  for  an  increase 
in  the  amount  of  an  existing  commit¬ 
ment,  an  additional  application  fee  of 
$1.50  per  thousand  dollars  shall  be  paid 
based  upon  the  amount  of  the  increase 
request^.  Any  increase  in  the  amount 
of  a  commitment  shall  be  subject  to  the 
payment  of  an  additional  commitment 
fee  which,  when  added  to  the  additional 
application  fee,  will  aggregate  $3.00  per 
thousand  of  the  amount  of  the  increase. 
If  the  amount  of  the  insured  mortgage 
is  increased  after  insurance  and  prior  to 
final  endorsement  either  by  amendment 
or  by  the  substitution  of  a  new  insured 
mortgage  the  fees  herein  provided  for 
shall  be  based  upon  the  amount  of  such 
increase. 

(d)  If  an  application  is  rejected  be¬ 
fore  it  is  assigned  for  processing  by  the 
Commissioner,  the  application  fee  will 
be  returned  to  the  applicant. 

§  232.2  Issuance  of  commitment,  (a) 
Upon  approval  of  an  application  a  com¬ 
mitment  will  be  issued  setting  forth  the 
terms  and  conditions  upon  which  the 
mortgage  will  be  insured,  including  spe¬ 
cial  requirements  applicable  to  the  proj¬ 
ect  and  requiring  the  submission  in  final 
form  within  a  time  specified  of  all  ap¬ 
propriate  documents,  drawings,  plans, 
specifications,  and  other  instruments 
evidencing  full  compliance  satisfactory 
to  the  Commissioner  with  the  provisions 
of  this  part  and  with  such  terms  and 
conditions. 

(b)  Such  commitment  may  be  on  a 
form  providing  for  advances  of  mort¬ 
gage  money  during  construction  and  the 
insurance  of  such  advances  as  made,  or  it 
may  be  on  a  form  providing  for  the  in¬ 
surance  of  the  mortgage  after  comple¬ 
tion  of  the  improvements. 

(c)  No  commitment  shall  be  valid 
unless  signed  by  the  Commissioner  or 
his  agent  authorized  for  that  purpose, 
and  shsdl,  with  respect  to  commitments 
to  insure  advances,  be  effective  for  a 
stated  period,  not  in  excess  of  120  days, 
provided  that  the  commitment  fee  shall 
have  been  paid  as  required.  A  commit¬ 
ment  may  be  renewed  in  such  manner  as 
the  CcMnmissioner  may  from  time  to 
time  specify. 

(d)  The  mortgagee  may  collect  from 
the  mortgagor  the  amount  of  the  appli¬ 


cation  and  commitment  fees  provided 
for  in  this  section  and  may  charge  the 
mortgagor  an  initial  service  charge  to 
reimburse  itself  for  the  cost  of  closing 
the  transaction,  in  an  amount  not  to 
excwd  1  Vn  percent  of  the  original  prin¬ 
cipal  amount  of  the  mortgage.  Any  ad¬ 
ditional  charges  shall  be  subject  to  prior 
approval  of  the  Commissioner. 

(e)  An  inspection  fee  computed  at  the 
rate  of  $5.00  per  thousand  dollars  of  the 
face  amount  of  the  commitment  shall  be 
paid  as  provided  for  in  the  commitment. 

ELIGIBLE  MORTGAGES 

§  232.3  Mortgage  forms.  The  mort¬ 
gage  must  be  executed  upon  a  printed 
form  approved  by  the  Commissioner  for 
use  in  the  jurisdiction  in  which  the  prop¬ 
erty  covered  by  the  mortgage  is  situated, 
by  a  mortgagor  with  the  qualifications 
hereinafter  provided  in  this  part,  must 
be  a  first  lien  upon  property  that  con¬ 
forms  with  the  property  standards  pre¬ 
scribed  by  the  Commissioner,  and  the 
mortgagee  must  be  obligated,  as  a  part 
of  the  mortgage  transaction,  to  disburse 
the  principal  amount  of  the  mortgages, 
to,  or  for  the  account  of.  the  mortgagor 
in  an  amount  due  in  accordance  with 
the  provisions  of  this  part  and  in  con¬ 
formity  with  the  terms  of  the  commit¬ 
ment,  Any  changes  in  the  printed  form 
desired  by  the  mortgagor  and  mortgagee 
must  receive  prior  written  approval  of 
the  Commissioner.  The  mortgage  must 
secure  a  principal  obligation  in  multiples 
of  $100. 

§  232.4  Eligibility  for  insurance,  (a) 
A  mortgage  executed  by  a  mortgagor  of 
the  character  described  in  §  232.17  (b) 
may  involve  a  principal  obligation  not 
to  exceed  $50,000,000  and  not  to  exceed 
80  percent  of  the  estimated  value  of  the 
property  or  project;  and  not  to  exceed, 
for  such  part  of  such  property  or  project 
as  may  be  attributable  to  dwelling  use, 
$2,000  per  room  (or  $7,200  per  family 
unit  if  the  number  of  rooms  in  such 
property  or  project  does  not  equal  or 
exceed  four  per  family  unit).  Provided, 
however.  That  as  to  any  projects  to  con¬ 
sist  of  elevator  type  structures,  the  Com¬ 
missioner  may,  in  his  discretion,  increase 
the  dollar  amount  limitation  of  $2,000 
per  room  to  not  to  exceed  $2,400  per  room 
and  the  dollar  amount  limitation  of 
$7,200  per  family  unit  to  not  to  exceed 
$7,500  per  family  unit,  as  the  case  may 
be,  to  compensate  for  the  higher  costs 
incident  to  the  construction  of  elevator 
type  structures  of  sound  standards  of 
construction  and  design. 

(b)  A  mortgage,  other  than  a  mort¬ 
gage  executed  by  a  mortgagor  of  the 
character  described  in  §  232.17  (b)  may 
involve  a  principal  obligation  not  ex¬ 
ceeding  $5,000,000  and  not  in  excess  of 
80  percent  of  the  estimated  value  of  the 
property  or  project;  and  not  in  excess 
of  the  amount  which  the.  Commissioner 
estimates  will  be  the  cost  of  the  com¬ 
pleted  improvements  of  the  property  or 
project  exclusive  of  public  utilities  and 
streets,  and  organization  and  legal  ex¬ 
penses  ;  and  not  to  exceed,  for  such  part 
of  such  property  or  project  as  may  be 
attributable  to  dwelling  use,  $2,000  per 
room  (or  $7,200  per  family  unit  if  the 
number  of  rooms  in  such  property  or 
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project  does  not  equal  or  exceed  four 
per  family  unit) :  Provided,  however. 
That  as  to  any  projects  to  consist  of 
elevator  type  structures,  the  Commis¬ 
sioner  may,  in  his  discretion,  increase 
the  dollar  amount  limitation  of  $2,000 
per  room  to  not  to  exceed  $2,400  per 
room  and  the  dollar  amount  limitation 
of  $7,200  per  family  unit  to  not  to  exceed 
$7,500  per  family  unit,  as  the  case  may 
be,  to  compensate  for  the  higher  costs 
incident  to  the  construction  of  elevator 
type  structures  of  sound  standards  of 
construction  and  design. 

(c)  Notwithstanding  any  of  the  limi¬ 
tations  contained  in  paragraphs  (a)  and 
(b)  of  this  section,  if  the  number  of 
bedrooms  in  such  property  or  project  is 
equal  to  or  exceeds  an  average  of  two 
per  family  unit,  and  the  principal  obli¬ 
gation  of  the  mortgage  does  not  exceed 
$7,200  per  family  unit  for  such  part  of 
such  property  as  may  be  attributable  to 
dwelling  use,  the  mortgage  may  involve 
a  principal  obligation  not  in  excess  of 
90  percent  of  the  estimated  value  of  the 
property  or  project. 

(d)  Notwithstanding  any  of  the  limi¬ 
tations  contained  in  i>aragraphs  (a)  and 
(b)  of  this  section,  a  mortgage  covering 
property  located  in  the  Territory  of 
Alaska  or  in  Guam  may  involve  a  prin¬ 
cipal  obligation  not  in  excess  of  $50,- 
000,000  or  $5,000,000  as  the  case  may  be, 
and  not  to  exceed  90  percent  of  the 
amount  which  the  Commissioner  esti¬ 
mates  to  be  the  replacement  cost  of  the 
property  or  project;  and  the  Commis¬ 
sioner  may,  if  he  finds  that  because  of 
higher  costs  prevailing  in  the  Territory 
of  Alaska,  in  Guam  or  in  Hawaii,  it  is  not 
feasible  to  construct  dwellings  on  prop- 
perty  located  in  Alaska,  in  Guam  or  in 
Hawaii,  without  sacrifice  of  sound  stand¬ 
ards  of  construction,  design,  and  livabil¬ 
ity,  within  the  limitations  as  to 
maximum  mortgage  amounts  provided 
in  this  section,  prescribe  by  regulation 
or  otherwise,  with  respect  to  dollar 
amount,  a  higher  maximum  for  the  prin¬ 
cipal  obligation  of  mortgages  otherwise 
meeting  the  requirements  of  this  para¬ 
graph  covering  property  located  in 
Alaska,  in  Guam  or  in  Hawaii,  in  such 
amounts  as  he  shall  find  necessary  to 
compensate  for  such  higher  costs  but 
not  to  exceed,  in  any  event,  the  maxi¬ 
mum  otherwise  applicable  by  more  than 
one-half  thereof. 

(e)  The  maximum  mortgage  amount 
based  upon  the  limitations  in  paragraphs 
(a),  (b),  (c),  and  (d)  of  this  section  is 
subject  to  reduction  by  an  amount  equal 
to  the  capitalized  value  of  the  ground 
rent  in  the  event  the  mortgage  is  on  a 
leasehold  estate  rather  than  on  a  fee 
simple  holding. 

(f )  The  aggregate  amount  of  any  com¬ 
mitment  or  commitments  issued  and  out¬ 
standing  at  any  time  with  respect  to  a 
project  or  projects  in  the  same  area  or 
locality  and  involving  the  same  mortga¬ 
gor  (or  substantially  the  same  mortga¬ 
gor,  as  determined  by  the  Commissioner) 
shall  not  exceed  the  dollar  amount  limi¬ 
tations  of  $50,000,000  and  $5,000,000,  re¬ 
spectively,  prescribed  in  paragraphs  (a) 
^d  (b)  of  this  section. 

5  232.5  Maturity.  The  mortgage 
shall  have  a  maturity  satisfactory  to  the 


Commissioner,  depending  upon  the  risk 
involved  and  the  general  character  of 
the  project,  and  shall  contain  complete 
amortization  or  sinking-fund  provisions 
satisfactory  to  the  Commissioner. 

§  232.6  Payment  requirements.  The 
mortgage  shall  provide  for  monthly  pay¬ 
ments  on  the  first  day  of  each  month 
by  the  mortgagor  to  the  mortgagee  on 
account  of  interest  and  principal.  Such 
monthly  payments  may  be  on  a  level  an¬ 
nuity  or  declining  annuity  basis  as 
agreed  upon  by  the  mortgagor,  the  mort¬ 
gagee  and  the  Commissioner.  Where  the 
insured  mortgage  does  not  exceed  $300,- 
000  payments  on  account  of  principal 
shall  begin  not  later  than  the  first  day 
of  the  twelfth  month  following  execution 
of  the  mortgage.  Where  the  mortgage 
does  exceed  $300,000  such  principal  pay¬ 
ments  shall  begin  not  later  than  the  first 
day  of  the  twenty-fourth  month  follow¬ 
ing  execution  of  the  mortgage.  Within 
the  foregoing  limitations,  the  Commis¬ 
sioner  will  estimate  the  time  necessary 
to  complete  the  project  and  will  estab¬ 
lish  the  date  of  the  first  payment  to 
principal  so  that  the  lapse  of  time  be¬ 
tween  completion  of  the  project  and 
commencement  of  amortization  will  not 
be  longer  than  necessary  to  obtain  occu¬ 
pancy.  In  cases  where  a  commitment  to 
insure  upon  completion  has  been  issued, 
the  respective  dates  for  commencement 
of  amortization  will  be  figured  on  the 
same  basis  from  the  date  the  commit¬ 
ment  is  issued. 

§  232.7  Interest  rate.  The  mortgage 
shall  bear  interest,  not  exceeding  4  Vi 
percent  per  annum,  on  the  amount  of 
the  principal  obligation  outstanding  at 
any  time,  as  may  be  agreed  upon  between 
the  mortgagor  and  the  mortgagee.  All 
charges  made  in  connection  with  the 
mortgage  transaction  shall  be  subject  to 
the  approval  of  the  Commissioner. 

§  232.8  Mortgage  to  cover  the  entire 
property.  The  mortgage  shall  cover  the 
entire  property  included  in  the  housing 
project. 

§  232.9  Covenant  against  liens.  The 
mortgage  shall,  except  as  otherwise  pro¬ 
vided  in  this  part,  contain  a  covenant 
against  the  creation  by  the  mortgagor 
of  liens  against  the  property  superior  or 
inferior  to  the  lien  of  the  mortgage. 

§  232.10  Covenant  for  fire  insurance. 
The  mortgage  shall  contain  a  covenant 
acceptable  to  the  Commissioner  binding 
the  mortgagor  to  keep  the  property  in¬ 
sured  by  a  standard  policy  or  policies 
against  fire  and  such  other  hazards  as 
the  Commissioner,  upon  the  insurance 
of  the  mortgage,  may  stipulate,  in  an 
amount  which  will  comply  with  the  co- 
insurance  clause  applicable  to  the  loca¬ 
tion  and  character  of  the  property,  but 
not  less  than  80  percent  of  the  actual 
cash  value  of  the  insurable  improve¬ 
ments  and  equipment  of  the  project. 
The  initial  coverage  shall  be  in  an 
amount  estimated  by  the  Commissioner 
at  the  time  of  completion  of  the  entire 
project  or  units  thereof.  The  policies 
evidencing  such  insurance  shall  have 
attached  thereto  a  standard  mortgagee 
clause  making  loss  payable  to  the  mort- 
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gagee  and  the  Ccxnmissioner,  as  inter¬ 
ests  may  appear. 

§  232.11  Soundness  of  project.  No 
mortgage  shall  be  accepted  for  insur¬ 
ance  unless  the  Commissioner  finds  that 
the  property  or  project  with  respect  to 
which  the  mortgage  is  executed  is  eco¬ 
nomically  sound,  except  that  as  to 
mortgages  covering  property  located  in 
Alaska  or  in  Guam,  or  in  Hawaii,  no 
mortgagee  shall  be  accepted  for  insur¬ 
ance  unless  the  Commissioner  finds  that 
the  property  or  project  is  an  acceptable 
risk  giving  consideration  to  the  acute 
housing  shortage  in  Alaska,  or  in  Guam, 
or  in  Hawaii. 

§  232.12  Accumulation  of  accruals. 
(a)  The  mortgage  shall  provide  for  pay¬ 
ments  by  the  mortgagor  to  the  mort¬ 
gagee  on  each  interest  payment  date  of 
an  amount  sufficient  to  accumulate  in 
the  hands  of  the  mortgagee  one  payment 
period  prior  to  its  due  date,  the  next 
annual  mortgage  insurance  premium 
payable  by  the  mortgagee  to  the  Com¬ 
missioner.  Such  payments  shall  con¬ 
tinue  only  so  long  as  the  contract  of  in¬ 
surance  shall  remain  in  effect. 

(b)  The  mortgage  shall  provide  for 
such  equal  monthly  payments  by  the 
mortgagor  to  the  mortgagee  as  will 
amortize  the  ground  rents,  if  any,  and 
the  estimated  amount  of  all  taxes,  water 
rates  and  special  assessments,  if  any,  and 
fire  and  other  hazard  insurance  premi¬ 
ums.  within  a  period  ending  one  month 
prior  to  the  dates  on  which  the  same 
become  delinquent.  The  mortgage  shall 
further  provide  that  such  payments 
shall  be  held  by  the  mortgagee,  for  the 
purpose  of  paying  such  ground  rents, 
taxes,  water  rates  and  assessments,  and 
insurance  premiums,  before  the  same 
become  delinquent.  The  mortgage  must 
also  make  provision  for  adjustments,  in 
case  the  estimated  amount  of  such  taxes, 
water  rates  and  assessments,  and  insur¬ 
ance  premiums  shall  prove  to  be  more, 
or  less,  than  the  actual  amount  thereof 
so  paid  by  the  mortgagor. 

§  232.13  Application  of  payments. 
(a)  The  mortgage  shall  provide  that  all 
monthly  payments  to  be  made  by  the 
mortgagor  to  the  mortgagee  shall  be 
added  together  and  the  aggregate 
amount  thereof  shall  be  paid  by  the 
mortgagor  upon  each  monthly  payment 
date  in  a  single  payment.  The  mort¬ 
gagee  shall  apply  the  same  to  the  fol¬ 
lowing  items  in  the  order  set  forth: 

(1)  Premium  charges  under  the  con¬ 
tract  of  insurance; 

(2)  Ground  rents,  taxes,  special  as¬ 
sessments  and  fire  and  other  hazard 
insurance  premiums; 

(3)  Interest  on  the  mortgage; 

(4)  Amortization  of  the  principal  of 
the  mortgage. 

(b)  Any  deficiency  in  the  amount  of 
any  such  aggregate  monthly  payment 
shall  constitute  an  event  of  default.  The 
mortgage  shall  further  provide  for  a 
grace  period  of  30  days,  within  which 
time  the  default  must  be  made  good. 

§  232.14  Prepayment  privilege  and 
late  charge.  The  mortgage  must  con¬ 
tain  a  provision  permitting  the  mort¬ 
gagor  to  prepay  the  mortgage  in  whole 
or  in  part  upon  any  interest  payment 
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date  after  giving  to  the  mortgagee  30 
days*  notice  in  writing  in  advance  of  its 
intention  to  so  prepay.  The  mortgagee 
may,  however,  include  in  the  mortgage  a 
provision  for  such  additional  charge  in 
the  event  of  prepayment  of  principal  as 
may  be  agreed  upon  between  the  mort- 
.gagor  and  mortgagee:  Provided,  how¬ 
ever,  That  the  mortgagor  must  be  per¬ 
mitted  to  prepay  up  to  15  percent  of  the 
original  principal  amount  of  the  mort¬ 
gage  in  any  one  calendar  year  without 
any  such  additional  charge  and  any  re¬ 
duction  in  the  original  principal  amount 
of  the  mortgage  resulting  from  the  cer¬ 
tification  of  costs  requirements  of  this 
part  shall  not  be  construed  as  a  prepay¬ 
ment  of  the  mortgage.  The  mortgage 
may  provide  for  the  collection  by  the 
mortgagee  of  a  “late  charge,”  not  to  ex¬ 
ceed  2  cents  for  each  dollar  of  each  pay¬ 
ment  to  interest  and/or  principal  more 
than  15  days  in  arrears,  to  cover  the 
extra  expense  involved  in  handling  de¬ 
linquent  payments.  Late  charges  may 
not  be  deducted  from  any  aggregate 
monthly  payment  if  not  collected. 

§  232.15  Issuance  of  bonds.  In  the 
event  that  bonds  are  to  be  issued  as  a 
part  of  the  insured  mortgage  transac¬ 
tion,  all  arrangements  with  respect  to 
the  issuance  and  sale  of  such  bonds  shall 
be  subject  to  approval  by  the  Commis¬ 
sioner. 

§  232.16  Mortgage  covenant  regard¬ 
ing  racial  restrictions  and  use  of  prop¬ 
erty.  (a)  "The  mortgage  shall  contain  a 
covenant  by  the  mortgagor  that  until 
the  mortgage  has  been  paid  in  full,  or 
the  contract  of  insurance  otherwise  ter¬ 
minated,  he  will  not  execute  or  file  for 
record  any  instrument  which  imposes  a 
restriction  upon  the  sale  or  occupancy 
of  the  mortgaged  property  on  the  basis 
of  race,  color,  or  creed.  Such  covenant 
shall  be  binding  upon  the  mortgagor 
and  his  assigns  and  shall  provide  that 
upon  violation  thereof,  the  mortgagee 
may,  at  its  option,  declare  the  unpaid 
balance  of  the  mortgage  immediately 
due  and  payable. 

(b)  The  mortgage  shall  contain  a 
covenant  prohibiting  the  use  of  the  prop¬ 
erty  covered  thereby  for  any  purpose 
other  than  that  for  which  it  was  in¬ 
tended  at  the  date  the  mortgage  was 
executed. 

EXIGIBLE  MORTGAGORS 

§  232.17  Classification.  In  order  to 
be  eligible  as  a  mortgagor  under  this 
part  the  applicant  must  be: 

(a)  Private  mortgagors.  A  private 
corporation  or  association  (referred  to 
in  this  subchapter  as  “mortgagor,” 
“corporation,”  or  “mortgagor  corpora¬ 
tion”),  formed  or  created,  with  the  ap¬ 
proval  of  the  Commissioner  for  the  pur¬ 
pose  of  providing  housing  for  rent  or 
sale,  and  possessing  powers  necessary 
therefor  and  incidental  thereto,  which 
corpwration,  or  association,  is  regulated 
or  restricted  by  the  Commissioner  as  to 
rents  or  sales,  charges,  capital  structure, 
rate  of  return,  and  methods  of  operation. 
Such  regulation  or  restriction  shall  re¬ 
main  in  effect  until  such  time  as  the 
mortgage  insurance  contract  terminates 
without  obligation  upon  the  Commis¬ 


sioner  to  issue  debentures  as  a  result  of 
such  termination.  So  long  as  such  con¬ 
tract  of  insurance  is  in  effect,  the  cor¬ 
poration  or  association  shall  engage  in 
no  business  other  than  the  construction 
and  operation  of  a  Rental  Housing  proj¬ 
ect  limited  to  nontransient  occupancy; 
or 

(b)  Public  mortgagors.  A  federal  or 
state  instrumentality,  a  municipal  cor¬ 
porate  instrumentality  of  one  or  more 
states,  or  a  limited  dividend  or  redevel¬ 
opment  or  housing  corporation  formed 
under  and  restricted  by  federal  or  state 
laws  or  regulations  of  a  state  banking 
or  insurance  department  as  to  rents, 
charges,  capital  structure,  rate  of  re¬ 
turn,  or  methods  of  operation. 

SUPERVISION  OF  MORTGAGORS 

?  232.18  In  general,  (a)  In  the  case 
of  an  eligible  mortgagor  which  is  regu¬ 
lated  or  restricted  for  the  purposes  and 
in  the  manner  provided  in  §  232.17  (b) , 
or  in  the  case  in  which  the  mortgagor  or 
mortgagee  is  the  Alaska  Housing  Au¬ 
thority,  or  the  Government  of  Guam  or 
Hawaii  or  any  agency  or  instrumentality 
thereof,  liens  inferior  to  the  lien  of  the 
insured  mortgage  may  be  allowed 
against  properties  of  such  mortgagors; 
Provided,  'That  the  mortgagor  in  any 
such  case,  must  have  initial  funds  which 
may  be  considered  in  lieu  of  the  equity 
required  of  other  mortgagors,  and  such 
funds  (which  may  be  in  the  form  of 
Government  loans,  grants,  or  subsidies 
or  in  other  form)  if  sufficient  in  amount, 
will  be  considered  satisfactory  provided 
they  do  not  create  a  lien  against  the 
property  prior  to  that  of  the  insured 
mortgage. 

(b)  In  all  other  cases  a  mortgagor 
must  certify  at  final  endorsement  of 
the  loan  for  insurance  that  the  property 
covered  by  the  mortgage  is  free  and  clear 
of  all  liens  other  than  such  mortgage, 
and  that  there  will  not  be  outstanding 
any  other  unpaid  obligation  contracted 
in  connection  with  the  mortgage  trans¬ 
action,  the  purchase  of  the  mortgaged 
property,  or  the  construction  of  the 
project,  except  such  obligations  as  may 
be  approved  by  the  Commissioner  as  to 
terms,  form  and  amount. 

(c)  Supervision  of  mortgagors  other 
than  those  described  in  §  232.17  (b)  is 
required  by  the  provision  of  section  207 
of  the  act  that  such  mortgagors  shall  be 
regulated  or  restricted  by  the  Commis¬ 
sioner.  Such  regulation  or  restriction 
will  be  set  forth  in  the  certificate  of  in¬ 
corporation  or  other  instrument  under 
which  the  mortgagor  is  created  (here¬ 
inafter  referred  to  as  the  “charter”)  and 
w'ill  be  made  effective  through  the  issu¬ 
ance  of  certain  shares  of  special  stock 
(or  other  evidence  of  a  beneficial  interest 
in  the  mortgagor)  which  stock  or  in¬ 
terest  will  acquire  majority  voting  rights 
in  the  event  of  default  under  the  mort¬ 
gage  or  violation  of  a  provision  of  the 
charter,  or  until  such  time  as  the  Com¬ 
missioner  is  assured  against  future  vio¬ 
lations  of  a  similar  nature.  Such  special 
stock  or  interest  issued  to  the  Commis¬ 
sioner,  his  nominee  or  nominees  and/or 
the  Federal  Housing  Administration  shall 
be  in  sufficient  amount  to  constitute 
under  the  laws  of  the  particular  state  a 


valid  special  class  of  stock  or  interest 
and  shall  be  issued  in  consideration  of 
the  payment  by  the  Commissioner  of  not 
exceeding  in  the  aggregate  $100.  Such 
stock  shall  be  represented  by  a  certificate 
or  certificates  issued  in  the  name  of  the 
Commissioner,  and/or  in  the  name  of 
his  nominee  or  nominees,  and/or  in  the 
name  of  the  Federal  Housing  Adminis¬ 
tration,  as  the  Commissioner  shall  re¬ 
quire.  If,  for  any  reason  satisfactory  to 
the  Commissioner  such  regulation  or 
restriction  is  not  feasible  as  to  a  particu¬ 
lar  mortgagor  through  the  issuance  of 
shares  of  special  stock  or  other  evidence 
of  beneficial  interest,  such  regulation  or 
restriction  shall  be  effected  in  such  form 
and  in  such  manner  as  shall  be  satis¬ 
factory  to  the  Commissioner.  Upon  the 
termination  of  all  obligations  of  the 
Commissioner  under  his  contract  of 
mortgage  insurance  or  any  succeeding 
contract  or  agreement  covering  the 
mortgage  obligation,  all  regulation  and 
restriction  of  the  mortgagor  shall  cease. 
When  the  right  of  the  Commissioner  to 
regulate  or  restrict  the  mortgagor  shall 
so  terminate,  the  shares  of  special  stock 
or  other  evidence  of  beneficial  interest 
shall  be  surrendered  by  the  Commis¬ 
sioner  upon  reimbursement  of  his  pay¬ 
ments  therefor  plus  accrued  dividends, 
if  any,  thereon. 

§  232.19  Required  supervision  of  pri¬ 
vate  mortgagors.  The  following  are  the 
items  which  will  be  regulated  or  re¬ 
stricted.  except  in  the  case  of  mortgagors 
of  the  character  described  in  §  232.17 
(b): 

(a)  Capital  structure.  (1)  The  num¬ 
ber  of  shares  of  capital  stock,  in  the  case 
of  a  corporation,  or  such  appropriate 
evidences  of  interest  in  the  case  of  an 
association  may  be  issued  in  such 
amounts  and  form  as  may  be  agreed 
upon  by  the  sponsors  and  the  Commis¬ 
sioner  prior  to  the  endorsement  of  the 
mortgage  for  insurance.  No  stock  or 
interest  shall  be  redeemed,  purchased, 
or  paid  off  by  the  mortgagor  during  the 
period  in  which  the  mortgage  insurance 
is  in  force,  except  with  the  approval  of 
the  Commissioner. 

(2)  The  shares  of  stock  or  interest  is¬ 
sued  to  the  Commissioner  shall  be  in 
sufficient  amount  to  constitute,  under 
the  laws  of  the  particular  jurisdiction,  a 
valid  special  class  of  stock  or  interest 
and  shall  be  issued  in  consideration  of 
the  payment  by  the  Commissioner  of  not 
exceeding  $100. 

(b)  Rate  of  return.  Dividends  upon 
the  stock  of  the  corporation  or  other 
distributions  of  income  may  be  declared 
only  as  at  and  after  the  end  of  an  annual 
or  semi-annual  fiscal  period.  No  divi¬ 
dends  or  other  distributions  of  income 
shall  be  declared  or  authorized  except 
out  of  earned  income  legally  available 
for  that  purpose.  No  dividends  shall  be 
paid  nor  shall  other  distribution  be  made 
except  out  of  funds  legally  available  and 
remaining  after  (1)  the  payment  of  all 
amounts  due  or  required  to  be  paid  under 
the  terms  of  the  insured  mortgage  up  to 
the  end  of  the  applicable  dividend  period, 
(2)  all  amounts  due  to  the  Reserve  for 
Replacements  Fund,  (3)  after  the  segre¬ 
gation  of  funds  for  the  payment  of  all 
operating  expenses,  security  deposits 
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held,  taxes,  assessments,  fixed  charges, 
whether  due  or  accrued,  and  (4)  after 
similar  provision  for  any  liabilities  cur¬ 
rently  due  and  arising  as  a  result  of 
necessary  expenditures  incident  to  the 
normal  operations  of  the  project. 

(c)  Requirements  incident  to  insur~ 
ance  of  advances.  (1)  The  mortgagor 
shall  deposit  with  the  mortgagee  or,  in 
a  depository  satisfactory  to  the  mort¬ 
gagee  and  under  control  of  the  mortga¬ 
gee  an  amount  equivalent  to  not  less 
than  two  percent  of  the  original  princi¬ 
pal  amount  of  the  mortgage,  for  the 
purpose  of  meeting  the  cost  of  equipping 
and  renting  the  project  subsequent  to 
completion  of  construction  of  the  entire 
project  or  units  thereof  and,  during  the 
course  of  construction,  for  allocation  by 
the  mortgagee  to  the  accruals  for  taxes, 
mortgage  insurance  premiums,  hazard 
insurance  premiums  and  assessments 
required  by  the  terms  of  the  mortgage. 

(2)  The  mortgagor  must  establish  in 
a  manner  satisfactory  to  the  Commis¬ 
sioner  that,  in  addition  to  the  proceeds 
of  the  insured  mortgage,  the  mortgagor 
has  funds  suflBcient  to  assure  completion 
of  construction  of  the  project  and  to  pay 
all  carrying  charges,  financing  and  or¬ 
ganization  expenses  incidental  to  the 
construction  of  the  project.  Unless  other 
provisions  acceptable  to  the  Commis¬ 
sioner  are  made,  such  funds  shall  be 
deposited  with  and  held  by  the  mort¬ 
gagee  in  a  special  account  or  by  an  ac¬ 
ceptable  depository  designated  by  the 
mortgagee  under  an  appropriate  agree¬ 
ment  approved  by  the  Commissioner 
which  will  require  all  such  funds  to  be 
expended  for  work  and  material  on  the 
physical  improvements  and  for  other 
charges  and  expenses  to  be  paid  when 
due  prior  to  the  advance  of  any  mort¬ 
gage  money. 

(3)  The  Commissioner  may  require 
the  deposit  with  the  mortgagee  or  with 
an  acceptable  trustee  or  escrow  agent 
designated  by  the  mortgagee,  under  an 
appropriate  agreement,  of  such  cash  as 
may  be  required  for  the  completion  of 
off -site  public  utilities  and  streets. 

(4)  The  mortgagor  and  the  mortgagee 
shall,  prior  to  the  insurance  of  the  mort¬ 
gage,  execute  an  agreement  acceptable 
to  the  Commissioner  providing  for  the 
manner  and  conditions  under  which  ad¬ 
vances  (if  any)  during  construction  are 
to  be  made  by  the  mortgagee  and  ap¬ 
proved  for  insurance  by  the  Commis¬ 
sioner.  Such  agreement  shall  require 
the  mortgagee  to  notify  the  Commis¬ 
sioner,  through  the  insuring  office  hav¬ 
ing  jurisdiction  over  the  territory  in 
which  the  property  is  situated,  in  writ¬ 
ing,  on  an  application  form  prescribed  by 
the  Commissioner,  of  the  proposed  date 
and  the  amount  of  the  advance  to  be 
made,  and  the  Commissioner  shall  de¬ 
liver  to  the  mortgagee  within  a  reason¬ 
able  time  from  the  date  of  such  notice  a 
certificate  executed  on  behalf  of  the 
Conunissioner  on  a  form  prescribed  by 
him  setting  forth  the  amount  approved 
for  insurance  or  advising  the  mortgagee 
of  the  Commissioner’s  nonapproval  and 
setting  forth  the  reasons  therefor.  Such 
agreement  shall  be  set  forth  on  a  form 
prescribed  by  the  Commissioner;  shall 
contain  such  additional  terms,  condi- 
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tions,  and  provisions  as  the  Commis¬ 
sioner  shall  in  the  particular  case 
prescribe  or  approve,  and  when  properly 
executed  by  the  Commissioner  and  the 
mortgagee,  shall  constitute  a  part  of  the 
mortgage  insurance  contract. 

(5)  Assurance  for  the  completion  of  a 
project  may  be  either  a  bond  of  a  surety 
company  satisfactory  to  the  Commis¬ 
sioner  on  the  standard  form  prescribed 
by  the  Commissioner  with  the  mortgagor 
and  mortgagee  as  joint  obligees  in  the 
penal  sum  of*  at  least  10  percent  of  the 
cost  of  construction  of  the  project;  the 
personal  undertaking  or  obligation  in  a 
form  and  by  an  obligor  or  obligors  des¬ 
ignated  by  the  mortgagee  and  satisfac¬ 
tory  to  the  Commissioner  in  an  amount 
at  least  equal  to  10  percent  of  the  con¬ 
struction  cost  of  the  project;  or  an 
escrow  deposit  with  the  mortgagee,  or 
with  a  depository  satisfactory  to  the 
mortgagee  and  the  Commissioner,  of 
cash  or  securities  of,  or  fully  guaranteed 
as  to  principal  and  interest  by,  the 
United  States  of  America,  under  a  com¬ 
pletion  assurance  agreement  prescribed 
by  the  Commissioner,  of  an  amount  at 
least  equal  to  10  percent  of  the  esti¬ 
mated  cost  of  construction  of  the  project; 
or  may  be  in  such  other  form  as  may  be 
recommended  by  the  mortgagee  and  ap¬ 
proved  in  writing  by  the  Commissioner. 

(d)  Labor  standards  and  prevailing 
wage  requirements.  (1)  Any  contract  or 
subcontract  executed  for  the  perform¬ 
ance  of  construction  of  the  project  shall 
comply  with  all  applicable  Labor  Stand¬ 
ards  and  provisions  of  the  Regulations 
of  the  Secretary  of  Labor,  issued  May 
9.  1951,  29  CFR  5.1-5.12  (16  F.  R.  4430.) 

(2)  No  construction  contract  shall  be 
entered  into  with  a  general  contractor 
or  any  subcontractor  if  such  contractor 
or  any  such  subcontractor  or  any  firm, 
corporation,  partnership  or  association 
in  which  such  contractor  or  subcon¬ 
tractor  has  a  substantial  interest  is  in¬ 
cluded  on  the  ineligible  list  of  contrac¬ 
tors  or  subcontractors  established  and 
maintained  by  the  Comptroller  General, 
pursuant  to  §  5.6  (b)  of  the  Regulations 
of  the  Secretary  of  Labor,  issued  May  9, 
1951,  29  CFR  5.6  (b)  (16  F.  R.  4431). 

(3)  No  advance  under  the  mortgage 
shall  be  eligible  for  insurance  after  no¬ 
tification  from  the  Commissioner  that 
the  general  contractor  or  any  subcon¬ 
tractor  or  any  firm,  corporation,  part¬ 
nership  or  association  in  which  such 
contractor  or  subcontractor  has  a  sub¬ 
stantial  interest  was,  on  the  date  the 
contract  or  subcontract  was  executed  on 
the  ineligible  list  established  by  the 
Comptroller  General,  pursuant  to  the 
provisions  of  the  S^retary  of  Labor, 
issued  May  9,  1951,  29  CFR  5.6  (b)  (16 
P.  R.  4431). 

(4)  No  advance  under  any  mortgage 
shall  be  eligible  for  insurance  unless 
there  is  filed  with  the  application  for 
such  advance  a  certificate  or  certificates 
in  the  form  required  by  the  Commis¬ 
sioner,  supported  by  such  other  infor¬ 
mation  as  the  Commissioner  may  pre¬ 
scribe,  certifying  that  the  laborers  and 
mechanics  employed  in  the  construction 
of  the  dwelling  or  dwellings,  or  housing 
project  involved  have  been  paid  not  less 
than  the  wages  prevailing  in  the  locality 


in  which  the  work  was  performed  for  the 
corresponding  classes  of  laborers  and 
mechanics  employed  on  construction  of 
a  similar  character,  as  determined  by 
the  Secretary  of  Labor  prior  to  the  be¬ 
ginning  of  construction  and  after  the 
date  of  filing  of  the  application  for 
insurance. 

(5)  Any  contract  or  subcontract  exe¬ 
cuted  for  the  performance  of  construc¬ 
tion  of  the  project  shall  contain  the 
provision  that  there  shall  be  no  dis¬ 
crimination  against  any  employee,  or 
applicant  for  employment,  because  of 
race,  color,  creed,  or  national  origin. 

(6)  Compliance  with  the  provisions  of 
this  subsection  shall  be  evidenced  at 
such  time  and  in  such  manner  as  the 
Commissioner  may  prescribe. 

(e)  Rents  and  charges.  (1)  No 
charge  shall  be  made  by  the  mortgagor 
corporation  for  the  accommodations,  fa¬ 
cilities  or  services  offered  by  the  project 
in  excess  of  those  approved  by  the  Com¬ 
missioner  in  writing  prior  to  the  opening 
of  the  project  for  rental.  In  approving 
such  charges  and  in  passing  upon  appli¬ 
cations  for  changes,  consideration  will  be 
given  the  following  and  similar  factors: 

(1)  Rental  income  necessary  to  main¬ 
tain  the  economic  soundness  of  the 
project. 

(ii)  Rental  income  necessary  to  pro¬ 
vide  reasonable  return  on  the  investment 
consistent  with  providing  reasonable 
rentals  to  tenants. 

(f)  Methods  of  operation.  (1)  No 
officer,  director,  stockholder,  agent,  or 
employee  of  the  corporation  shall  in  any 
manner  become  indebted  to  the  corpora¬ 
tion.  The  corporation  shall  not,  with¬ 
out  prior  approval  of  the  Commissioner, 
incur  liabilities  (other  than  the  insured 
mortgage)  in  excess  of  an  amount  agreed 
upon  and  specified  in  the  corporate 
charter. 

(2)  The  corporation  shall  maintain 
Its  project,  the  grounds,  buildings,  and 
equipment  appurtenant  thereto,  in  good 
repair  and  will  promptly  complete  neces¬ 
sary  repairs  and  maintenance  as  required 
by  the  Commissioner. 

(3)  A  Fund  for  Replacements  shall  be 
accumulated  and  maintained  with  the 
mortgagee  so  long  as  the  mortgage  in¬ 
surance  is  in  force,  and  the  amount  and 
type  of  such  F\ind  and  the  conditions 
under  which  it  shall  be  accumulated,  re¬ 
plenished  and  used,  shall  be  specified  in 
the  charter. 

(4)  The  corporation,  its  property, 
equipment,  buildings,  plans,  offices,  ap¬ 
paratus,  devices,  books,  contracts,  rec¬ 
ords,  documents,  and  papers  shall  be 
subject  to  inspection  and  examination  by 
the  Commissioner  or  his  duly  authorized 
agent  at  all  reasonable  times. 

(5)  The  mortgagor  shall  execute  and 
deliver  to  the  Commissioner  a  certificate 
that  the  books  and  accounts  of  the  cor¬ 
poration  will  be  established  and  main¬ 
tained  in  a  manner  satisfactory  to  the 
Commissioner  on  the  date  the  certificate 
is  executed.  Such  certificate  shall  be 
to  the  effect  that  so  long  as  the  mortgage 
is  insured  by  the  Commissioner  the 
mortgagor’s  books  and  accounts  will  be 
kept  in  accordance  with  the  require¬ 
ments  of  the  Commissioner,  will  be  in 
such  form  as  to  permit  a  speedy  and 
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eCfective  audit  and  as  may  otherwise  be 
prescribed  by  the  Commissioner,  will  be 
maintained  for  such  periods  of  time  as 
may  be  prescribed  by  the  Commissioner 
and  will  be  available  to  him  for  such 
examination  and  audits  which  he  may 
desire  to  make.  The  corporation  shall 
file  with  the  Commissioner  and  mort¬ 
gagee  the  following  reports  verified  by 
the  signature  of  such  officers  of  the  cor¬ 
poration  as  the  Commissioner  may  des¬ 
ignate  and  in  such  form  as  prescribed 
by  the  Commissioner. 

(i)  Monthly  occupancy  reports,  when 
required  by  the  Commissioner; 

(ii)  Notice  of  any  payment  of  any 
dividend  or  other  distribution  and  a 
semiannual  financial  statement  within 
60  days  after  the  declaration  of  any 
semiannual  dividends;  or  other  distribu¬ 
tion  to  stockholders; 

(iii)  Annual  reports  prepared  and 
certified  by  a  certified  public  accountant, 
or  such  other  persons  as  may  be  ac¬ 
ceptable  to  the  Commissioner,  to  be  filed 
within  60  days  after  the  end  of  each 
fiscal  year; 

(iv)  Specific  answers  to  questions 
upon  which  information  is  desired  from 
time  to  time  relative  to  the  actual  cost  of 
construction,  the  disposition  of  mortgage 
funds,  the  operation  and  condition  of  the 
property  and  the  status  of  the  insured 
mortgage; 

(v)  Copies  of  minutes  of  stockholders* 
and  directors’  meetings  certified  to  by  the 
Secretary  of  the  Corporation. 

§  232.20  Special  certificates  and  con¬ 
tract  to  he  executed  hy  mortgagor,  (a) 
The  mortgagor  must  certify  under  oath 
that  in  selecting  tenants  for  the  property 
covered  by  the  mortgage,  the  mortgagor 
will  not  discriminate  against  any  family 
by  reason  of  the  fact  that  there  are 
children  in  the  family,  and  that  the 
mortgagor  will  not  sell  the  property 
while  the  mortgage  insurance  is  in  effect 
unless  the  purchaser  also  so  certifies, 
such  certifications  to  be  filed  with  the 
Commissioner. 

(b)  The  mortgagor  must  certify  un¬ 
der  oath  that,  so  long  as  the  mortgage 
Is  insured  by  the  Commissioner,  the 
mortgagor  will  not  rent,  permit  the 
rental,  or  permit  the  offering  for  rental, 
of  the  housing,  or  any  part  thereof,  cov¬ 
ered  by  such  mortgage  for  transient  or 
hotel  purposes.  The  corporate  charter 
of  the  mortgagor  or  a  contract  with  the 
Commissioner  shall  provide  that  so  long 
as  the  said  mortgage  is  insured  or  held 
by  the  Commissioner  it  will  not  rent  such 
housing,  or  any  part  thereof  for  hotel 
purposes.  For  the  purpose  of  this  cer¬ 
tificate,  rental  for  transient  or  hotel  pur¬ 
poses  shall  mean  (1)  rental  for  any 
period  less  than  30  days,  or  (2)  any 
rental,  if  the  occupants  of  the  housing 
accommodations  are  provided  customary 
hotel  services  such  as  room  service  for 
food  and  beverages,  maid  service,  furn¬ 
ishing  and  laundering  of  linen,  and  bell¬ 
boy  service. 

ELIGIBLE  MORTGAGEES 

§  232.21  Qualification  of  lenders.  The 
provisions  of  221.1-221.8  of  Part  221  of 
Subchapter  C  of  this  chapter  shall  gov¬ 
ern  the  eligibility,  qualifications  and  re¬ 
quirements  of  mortgagees  under  this 
part. 


PROPERTY  REQUIREMENTS 

§  232.22  Eligibility  of  property,  (a) 

A  mortgage  to  be  eligible  for  insurance 
must  be  on  real  estate  held  in  fee  simple, 
or  in  areas  designated  by  the  Commis¬ 
sioner,  on  the  interest  of  the  lessee  un¬ 
der  a  lease  for  not  less  than  ninety-nine 
years  which  is  renewable  or  under  a 
lease  having  a  period  of  not  less  than 
seventy-five  years  to  run  from  the  date 
the  mortgage  is  executed,  or  under  a 
lease  executed  by  a  governmental  agency 
for  the  maximum  term  consistent  with 
its  legal  authority,  provided  such  lease 
has  a  period  of  not  less  than  fifty  years 
to  run  from  the  date  the  mortgage  is 
executed. 

(b)  The  property  constituting  secu¬ 
rity  for  the  mortgage  must  be  held  by 
an  eligible  mortgagor  as  herein  defined 
and  must  at  the  time  the  mortgage  is 
insured  be  free  and  clear  of  all  liens 
other  than  that  of  such  mortgage  except 
as  otherwise  provided  in  this  part. 

§  232.23  Development  of  property. 
(a)  At  the  time  the  mortgage  is  insured 
the  mortgagor  shall  be  obligated  to  con¬ 
struct  and  complete  new  housing  accom¬ 
modations  on  the  mortgaged  property, 
designed  principally  for  residential  use, 
conforming  to  standards  satisfactory  to 
the  Commissioner,  and  consisting  of  not 
less  than  twelve  rental  dwelling  units  on 
one  site  and  may  be  detached,  semi¬ 
detached,  or  row  houses,  or  multi-fam¬ 
ily  structures;  except  that  the  Commis¬ 
sioner  may  insure  a  mortgage  on  a  com¬ 
pleted  project  constructed  pursuant  to  a 
Commitment  to  Insure  upon  Comple¬ 
tion,  or 

(b)  At  the  time  the  mortgage  Is  in¬ 
sured  there  shall  be  located  on  the  mort¬ 
gaged  property  a  building  or  buildings, 
which,  upon  completion  of  proposed  im¬ 
provements,  shall  constitute  a  single 
project  and  provide  housing  accommoda¬ 
tions  designed  principally  for  residential 
use,  conforming  to  standards  satisfac¬ 
tory  to  the  Commissioner,  and  contain¬ 
ing  at  least  twelve  rental  dwelling  units 
so  located  in  relation  to  one  another  as 
to  effect  a  substantial  improvement  of 
housing  standards  and  conditions  in  the 
neighborhood;  and  in  either  case  such 
dwelling  and  other  improxement,  if  any, 
must  not  violate  any  material  zoning  or 
deed  restrictions  applicable  to  the  proj¬ 
ect  site,  and  must  comply  with  all  ap¬ 
plicable  building  and  other  governmen¬ 
tal  regulations;  and  any  project  may 
include  such  commercial  and  commu¬ 
nity  facilities  as  the  Commissioner  deems 
adequate  to  serve  the  occupants. 

ADJUSTMENT  OF  MORTGAGE  AMOUNT 

§  232.24  Certification  of  cost  require¬ 
ments.  Prior  to  initial  endorsement  of 
the  mortgage  for  insurance,  the  mort¬ 
gagor,  the  mortgagee,  and  the  Commis¬ 
sioner  shall  enter  into  an  agreement  in 
form  and  content  satisfactory  to  the 
Commissioner  for  the  purpose  of  pre¬ 
cluding  any  excess  of  mortgage  proceeds 
over  statutory  limitations.  Under  this 
agreement  the  mortgagor  shall  disclose 
its  relationship  with  the  builder,  in¬ 
cluding  any  collateral  agreement,  and 
agree  to  enter  into  a  construction  con¬ 
tract  the  terms  of  which  shall  depend 
on  whether  o^  not  there  exists  an  iden¬ 
tity  of  interest  between  the  mortgagor 


and  the  builder.  The  agreement  shall 
require  that  upon  completion  of  all 
physical  improvements  on  the  mortgaged 
proF>erty  the  mortgagor  must  execute 
a  certificate  of  actual  costs.  The  agree¬ 
ment  shall  further  require  that  any  ex¬ 
cess  of  mortgage  proceeds  over  statu¬ 
tory  limitations  based  on  actual  cost 
shall  be  applied  to  reduction  of  the  out¬ 
standing  balance  of  the  principal  of  the 
mortgage. 

§  232.25  Form  of  contract.  The  form 
of  contract  between  the  mortgagor  and 
builder  shall  be  determined  in  accord¬ 
ance  with  the  following; 

(a)  If  it  is  established  to  the  satisfac¬ 
tion  of  the  Ckimmissioner  that  neither 
the  mortgagor  nor  any  of  the  officers, 
directors,  or  stockholders  of  the  mort¬ 
gagor  "have  any  interest  in  the  builder, 
contractor,  or  any  subcontractor  there 
may  be  used  a  lump  sum  form  of  con¬ 
tract  providing  for  payment  of  a  speci¬ 
fied  amount. 

(b)  If  it  is  determined  by  the  Commis¬ 
sioner  that  the  mortgagor,  its  officers, 
directors  or  stockholders  have  any  inter¬ 
est.  financial  or  otherwise,  in  the  builder, 
contractor,  or  any  subcontractor,  the 
form  of  contract  shall  provide  for  pay¬ 
ment  of  a  builder’s  fixed  fee  in  addition 
to  the  actual  cost  of  construction,  not  to 
exceed  an  upset  price.  The  builder’s 
fixed  fee  shall  be  determined  in  accord¬ 
ance  with  customary  practices  in  the 
area  and  approved  by  the  Commissioner. 

§  232.26  Certificate  of  actual  cost. 
The  mortgagor’s  certificate  of  actual  cost 
shall  be  submitted  upon  completion  of 
physical  improvements  to  the  satisfac¬ 
tion  of  the  Commissioner  and  prior  to 
final  endorsement.  Its  content  and  re¬ 
quirements  regarding  verification  are 
as  follows: 

(a)  When  the  work  has  been  com¬ 
pleted  under  a  contract  as  described  in 
§  232.25  (a),  the  mortgagor’s  certifica¬ 
tion  shall  be  on  the  form  prescribed 
therefor  by  the  Commissioner  and  shall 
indicate  the  amount  actually  paid  under 
the  construction  contract  after  deduc¬ 
tion  of  any  kickbacks,  rebates,  trade  dis¬ 
counts,  or  other  similar  payments  to  the 
mortgagor  corporation,  or  to  any  of  its 
officers,  directors  or  stockholders;  plus 
the  cost  to  the  mortgagor  of  architects' 
fees,  off-site  public  utilities  and  streets 
not  included  in  the  general  contract,  or¬ 
ganizational  and  legal  work  and  other 
items  of  expense  approved  by  the  Com¬ 
missioner.  For  verification  of  these 
amounts  the  mortgagor  shall  keep  and 
maintain  adequate  records  of  all  costs 
of  any  construction  or  other  cost  items 
not  representing  work  under  the  general 
contract  and  shall  make  available  for 
examination  such  records  including  any 
collateral  agreements  upon  request  by 
the  Commissioner. 

(b)  When  the  work  has  been  com¬ 
pleted  under  a  contract  as  described  in 
§  232.25  (b),  the  mortgagor’s  certifica¬ 
tion  shall  be  on  the  form  prescribed 
therefor  by  the  Commissioner  and  shall 
indicate  all  amounts  as  required  in  para¬ 
graph  (a)  •  of  this  section,  plus  the 
amount  of  the  builder’s  fee.  This  form 
of  certification  shall  be  accompanied  by 
a  certification  by  the  builder  on  the  form 
prescribed  therefor  by  the  Commissioner, 
indicating  all  actual  costs  paid  for  labor, 
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materials,  and  subcontract  work  under 
the  general  contract  exclusive  of  the 
builder’s  fee  and  less  any  kickbacks,  re¬ 
bates,  trade  discounts,  or  other  similar 
payments  to  the  builder  or  mortgagor 
corporation  or  any  of  its  officers,  direct¬ 
ors,  or  stockholders.  The  mortgagor 
shall  keep  records  as  required  in  para¬ 
graph  (a)  of  this  section  and  shall  in 
turn  require  the  builder  to  keep  available 
similar  records. 

§  232.27  Adjustment  resulting  from 
cost  certification.  Upon  receipt  of  the 
mortgagor’s  certification  of  actual  cost 
there  shall  be  added  to  the  total  amount 
thereof  the  Commissioner’s  estimate  of 
the  fair  market  value  of  any  land  in¬ 
cluded  in  the  mortgage  security  and 
owned  by  the  mortgagor  in  fee  such 
value  being  prior  to  the  construction  of 
the  improvements.  In  the  event  the 
land  is  held  under  a  leasehold  or  other 
interest  less  than  a  fee,  the  cost,  if  any, 
of  acquiring  the  leasehold  or  other  inter¬ 
est  is  considered  an  allowable  expense 
which  may  be  added  to  actual  cost  pro¬ 
vided  that  in  no  event  such  amount  is  in 
excess  of  the  fair  market  value  of  such 
leasehold  or  other  interest  exclusive  of 
proposed  improvements.  If  the  prin¬ 
cipal  obligation  of  the  mortgage  exceeds 
the  applicable  statutory  percentage  of 
this  total  amount,  the  mortgage  shall  be 
reduced  by  the  amount  of  such  excess 
prior  to  final  endorsement  for  insurance. 

§  232.28  Rehabilitation  projects,  (a) 

In  the  event  the  mortgage  is  to  assist  the 
financing  of  a  project  involving  repair  or 
rehabilitation  the  mortgagor’s  actual 
cost  of  such  repair  or  rehabilitation  may 
include  the  items  of  expense  permitted 
for  new  construction  in  accordance  with 
either  §  232.26  (a)  or  (b)  and  the  appli¬ 
cable  cost  certification  procedure  de¬ 
scribed  therein  will  be  required.  To 
such  actual  cost  there  shall  be  added  the 
purchase  price  of  land  and  existing 
improvements  prior  to  such  repair  or 
rehabilitation  if  the  land  and  improve- 
I  ments  are  to  be  acquired  and  the  pur- 
i  chase  price  thereof  is  to  be  financed  with 
I  the  proceeds  of  the  mortgage:  Provided, 
i  That  the  cost  of  the  land  and  improve- 
I  ments  shall  in  no  event  exceed  the  Com- 
I  missioner’s  estimate  of  the  fair  market 
value  of  such  land  and  improvements 
.  prior  to  the  repair  or  rehabilitation.  As 
I  provided  in  §  232.27  the  statutory  per- 
i  centage  shall  be  applied  to  the  total  thus 
i  obtained  and  the  mortgage  reduced  ac¬ 
cordingly  if  indicated. 

.  (b)  In  case  the  land  and  existing  im- 

i  provements  are  owned  by  the  mortgagor 
on  the  date  the  application  is  filed,  and 
;  are  subject  to  an  outstanding  indebted- 
,  ness  to  be  refinanced  with  part  of  the 
■  proceeds  of  the  mortgage  the  procedure 
f  set  forth  in  paragraph  (a)  of  this  section 
shall  be  followed  except  that  the  pur¬ 
chase  price  is  excluded  and  the  full 
amount  of  the  outstanding  indebtedness 
shall  be  added  after  the  statutory  per¬ 
centage  has  been  applied  to  the  total  of 
j  the  other  costs:  Provided,  however,  TbsA. 
i  in  no  event  shall  the  amount  thus  ob- 
j  tained  exceed  the  statutory  percentage 
j  of  the  cost  of  repair  or  rehabilitation 
i  plus  the  Commissioner’s  estimate  of  the 
j  fair  market  value  of  land  and  improve¬ 


ments  prior  to  the  repair  or  rehabilita¬ 
tion. 

§  232.29  Requisites  of  agreement  and 
certification.  Any  agreement,  under¬ 
taking,  statement  or  certification  re¬ 
quired  in  this  section  shall  specifically 
state  that  it  has  been  made,  presented, 
and  delivered  for  the  purpose  of  influ¬ 
encing  an  official  action  of  the  Federal 
Housing  Administration,  and  of  the 
Federal  Housing  Commissioner,  and 
may  be  relied  upon  by  the  Commissioner 
as  a  true  statement  of  the  facts  con¬ 
tained  therein. 

OTHER  ELIGIBLE  MORTGAGES 

§  232.30  Eligibility  of  miscellaneous 
type  mortgages,  (a)  A  mortgage  cover¬ 
ing  five  or  more  rental  units  and  which 
meets  the  requirements  of  this  part, 
except  as  modified  by  this  section  shall 
be  eligible  for  insurance  under  this  part. 

(b)  The  mortgage  may  be  in  an 
amount  not  exceeding  90  percent  of  the 
appraised  value  of  the  mortgaged  prop¬ 
erty  as  of  the  date  the  mortgage  is 
accepted  for  insurance  if — 

(1)  Executed  in  connection  with  the 
sale  by  the  Government,  or  any  agency 
or  official  thereof,  of  any  housing  ac¬ 
quired  or  constructed  under  Public  Law 
849,  Seventy-sixth  Congress,  as 
amended;  Public  Law  781,  Seventy-sixth 
Congress,  as  amended;  or  Public  Laws 
9,  73,  or  353,  Seventy-seventh  Congress, 
as  amended  (including  any  additional 
property  acquired,  held,  or  constructed 
in  connection  with  such  housing  or  to 
serve  the  inhabitants  thereof) ;  or 

(2)  Executed  in  connection  with  the 
sale  by  the  Public  Housing  Administra¬ 
tion,  or  by  any  public  housing  agency 
with  the  approval  of  the  said  Adminis¬ 
tration.  of  any  housing  including  any 
additional  property  acquired,  held,  or 
constructed  in  connection  with  such 
housing  or  to  serve  the  inhabitants 
thereof)  owned  or  financially  assisted 
pursuant  to  the  provisions  of  Public  Law 
671,  Seventy-sixth  Congress;  or 

(3)  Executed  in  connection  with  the 
sale  by  the  Government,  or  any  agency 
or  official  thereof,  of  any  of  the  so-called 
Greenbelt  towns,  or  parts  thereof,  in¬ 
cluding  projects,  or  parts  thereof,  known 
as  Greenhills,  Ohio;  Greenbelt,  Mary¬ 
land;  and  Greendale,  Wisconsin;  devel¬ 
oped  under  the  Emergency  Relief  Appro¬ 
priation  Act  of  1935,  or  of  any  of  the 
village  properties  or  employee’s  housing 
under  the  jurisdiction  of  the  Tennessee 
Valley  Authority;  or 

(4)  Executed  in  connection  with  the 
sale  by  a  State  or  municipality  or  an 
agency,  instrumentality,  or  political 
subdivision  of  either,  of  a  project  con¬ 
sisting  of  any  permanent  housing  (in¬ 
cluding  any  additional  property  ac¬ 
quired,  held  or  constructed  in  connection 
therewith  or  to  serve  the  inhabitants 
thereof),  constructed  by  or  on  behalf  of 
such  State,  municipality,  agency,  in¬ 
strumentality,  or  political  subdivision, 
for  the  occupancy  of  veterans  of  World 
War  II,  or  Korean  veterans,  their  fam¬ 
ilies,  and  others;  or 

(5)  Executed  in  connection  with  the 
first  resale,  within  two  years  from  the 
date  of  its  acquisition  from  the  Govern¬ 
ment,  of  any  portion  (of  five  or  more 


units)  of  a  project  or  property  of  the 
character  described  in  subparagraphs 
(1),  (2),  and  (4)  of  this  paragraph. 

(c)  Notwithstanding  the  provisions  of 
paragraph  (b)  of  this  section,  the  mort¬ 
gage  may  be  in  an  amount  not  exceeding 
95  percent  of  the  appraised  value  of  the 
mortgaged  property  as  of  the  date  the 
mortgage  is  accepted  for  insurance  if  it 
is  of  the  character  described  in  subpara¬ 
graphs  (1) ,  (2) ,  (3) ,  or  (5)  of  paragraph 
(b)  of  this  section  and  if  it  covers  prop¬ 
erty  held  by  a  non-profit  cooperative 
ownership  housing  corporation,  or  a  non¬ 
profit  cooperative  ownership  housing 
trust,  and  the  permanent  occupancy  of 
the  dwellings  is  restricted  to  members  of 
such  corporation  or  beneficiaries  of  such 
trust,  and  at  least  65  percent  of  such 
members  or  beneficiaries  are  veterans. 

§  232.31  Eligibility  of  refinanced  mort¬ 
gages.  (a)  Notwithstanding  any  other 
provisions  of  this  part,  a  mortgage  bear¬ 
ing  interest  not  in  excess  of  4  Vi  percent 
per  annum,  to  refinance  a  mortgage  in¬ 
sured  under  section  608  or  908  shall  be 
eligible  for  insurance  under  this  section, 
if  the  principal  amount  of  such  refi¬ 
nanced  mortgage  does  not  exceed  the 
original  principal  amount,  and  the  term 
does  not  exceed  the  unexpired  term  of 
such  existing  mortgage;  except  that  in 
any  case  in  which  the  Commissioner  de¬ 
termines  that  the  insurance  of  a  mort¬ 
gage  for  an  additional  term  will  inure  to 
the  benefit  of  the  applicable  insurance 
fund,  taking  into  consideration  the  out¬ 
standing  insurance  liability  under  the 
existing  insured  mortgage,  the  refinanced 
mortgage  may  have  a  term  of  not  more 
than  12  years  in  excess  of  unexpired 
term  of  the  existing  insured  mortgage. 

§  232.32  Reinsurance  of  Commission¬ 
er-held  mortgages.  Notwithstanding  any 
other  provisions  of  this  part,  the  Com¬ 
missioner  may  insure  any  mortgage  as¬ 
signed  to  him  in  connection  with  pay¬ 
ment  under  a  contract  of  mortgage  in¬ 
surance,  or  executed  in  connection  with 
a  sale  by  him  of  any  property  acquired 
imder  Title  H,  Title  VI,  "ntle  VII,  'Htle 
vni,  or  ’Title  IX  of  the  National  Hous¬ 
ing  Act  without  regard  to  any  limitation 
upon  eligibility  contained  in  this  part, 

TITLE 

§  232.33  Eligibility  of  title.  In  order 
for  the  mortgaged  property  to  be  eligible 
for  insurance,  the  Commissioner  must 
determine  that  marketable  title  thereto 
is  vested  in  the  mortgagor  as  of  the  date 
the  mortgage  is  filed  for  record.  The 
title  evidence  will  be  examined  by  the 
Commissioner  and  the  original  endorse¬ 
ment  of  the  credit  instrument  for  insur¬ 
ance  will  be  evidence  of  its  acceptability. 

§  232.34  Title  evidence.  Upon  insur¬ 
ance  of  the  mortgage,  the  mortgagee, 
without  expense  to  the  Commissioner, 
shall  furnish  to  the  Commissioner  a  sur¬ 
vey  satisfactory  to  him  and  a  policy  of 
title  insurance,  as  provided  in  paragraph 
(a)  of  this  section,  or,  if  the  mortgagee 
is  unable  to  furnish  such  policy  for  rea¬ 
sons  satisfactory  to  the  Commissioner, 
the  mortgagee,  without  expense  to  the 
Commissioner,  shall  furnish  such  evi¬ 
dence  of  title  as  provided  in  paragraphs 
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(b),  (c)  or  (d)  of  this  section,  as  the 
Commissioner  may  require. 

(a)  A  policy  of  title  insurance  with 
respect  to  such  mortgage,  issued  by  a 
company  satisfactory  to  the  Commis¬ 
sioner.  Such  policy  shall  comply  with 
the  "L.  I.  C.  Standard  Mortgagee  Form,” 
or  the  “A.  T.  A.  Standard  Mortgagee 
Form,”  or  such  other  form  as  may  be 
approved  by  the  Commissioner;  shall  be 
payable  to  the  mortgagee  and  the  Com¬ 
missioner  as  their  respective  interests 
may  appear;  and  shall  become  an  own¬ 
er’s  policy,  running  to  the  mortgagee  as 
owner  upon  the  acquisition  of  the  prop¬ 
erty  by  the  mortgagee  in  extinguishment 
of  a  debt  through  foreclosure  or  by  other 
means,  and  to  the  Commissioner  as 
owner  upon  the  acquisition  of  the  prop¬ 
erty  by  him  pursuant  to  the  mortgage 
insurance  contract. 

<b)  An  abstract  of  title  satisfactory 
to  the  Commissioner,  prepared  by  an 
abstract  company  or  individual  engaged 
in  the  business  of  preparing  abstracts  of 
title,  accompanied  by  a  legal  opinion 
satisfactory  to  the  Commissioner,  as  to 
the  quality  of  such  title,  signed  by  an 
attorney  at  law  experienced  in  the  ex¬ 
amination  of  titles. 

(c)  A  Torrens  or  similar  title  certifi¬ 
cate. 

(d)  Evidence  of  title  conforming  to 
the  standards  of  a  supervising  branch 
of  the  Grovernment  of  the  United  States 
of  America,  or  of  any  State  or  Territory 
thereof. 

EFTBCnVE  DATE 

§  232.35  Effective  date.  The  provi¬ 
sions  of  this  part  shall  be  effective  as  to 
all  mortgages  with  respect  to  which  a 
commitment  to  insure  shall  be  issued  on 
or  after  the  date  hereof. 

Issued  at  Washington,  D.  C.,  this  13th 
day  of  August  1954. 
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Authoritt:  !S  233.1  to  233.14  issued  under 
sec.  211,  52  Stat.  23;  12  U.  S.  C.  1715b. 

I  233.1  Definitions.  As  used  in  this 
part: 

(a)  The  term  “Commissioner”  means 
the  Federal  Housing  Commissioner. 

(b)  The  term  “act”  means  the  Na¬ 
tional  Housing  Act,  as  amended. 

(c)  The  term  “mortgage”  means  such 
a  first  lien  upon  real  estate  and  other 
property  as  is  commonly  given  to  secure 
advances  on,  or  the  unpaid  purchase 
price  of,  real  estate  under  the  laws  of  the 
State,  district  or  territory  in  which  the 
real  estate  is  located,  together  with  the 
credit  instrument  or  instruments,  if  any, 
secured  thereby. 

(d)  The  term  ‘‘insured  mortgage” 
means  a  mortgage  which  has  been  in¬ 
sured  by  the  endorsement  of  the  credit 
instrument  by  the  Commissioner,  or  his 
duly  authorized  representative. 

(e)  The  term  “contract  of  insurance” 
means  the  agreement  evidenced  by  such 
endorsement  and  includes  the  terms, 
conditions  and  provisions  of  this  part 
and  of  the  National  Housing  Act. 

(f)  The  term  “mortgagor”  means  the 
original  borrower  under  a  mortgage  and 
its  successors  and  such  of  its  assigns  as 
are  approved  by  the  Commissioner. 

(g)  The  term  “mortgagee”  means  the 
original  lender  under  a  mortgage,  its 
successors  and  such  of  its  assigns  as  are 
approved  by  the  Commissioner,  and  in¬ 
cludes  the  holders  of  the  credit  instru¬ 
ments  issued  under  a  trust  mortgage  or 
deed  of  trust  pursuant  to  which  such 
holders  act  by  and  through  a  trustee 
therein  named. 

PREMIUMS 

§  233.2  First,  second  and  third  premi¬ 
ums.  The  mortgagee,  upon  the  initial 
endorsement  of  the  mortgage  for  in¬ 
surance,  shall  pay  to  the  Commissioner 
a  first  mortgage  insurance  premium 
equal  to  one-half  of  one  percent  of  the 
original  face  amount  of  the  mortgage. 

(a)  If  the  date  of  the  first  principal 
payment  is  more  than  one  year  follow¬ 
ing  the  date  of  such  initial  insurance 
endorsement,  the  mortgagee,  upon  the 
anniversary  of  such  insurance  date, 
shall  pay  a  second  premium  equal  to 
one-half  of  one  percent  of  the  original 
face  amount  of  the  mortgage.  On  the 
date  of  the  first  principal  payment,  the 
mortgagee  shall  pay  a  third  premium 
equal  to  one-half  of  one  percent  of  the 
average  outstanding  principal  obligation 
of  the  mortgage  for  the  following  year 
which  shall  be  adjusted  so  as  to  accord 
with  such  date  and  so  that  the  aggregate 
of  the  said  three  premiums  shall  equal 
the  sum  of  (1)  one  percent  of  the  aver¬ 
age  outstanding  principal  obligation  of 
the  mortgage  for  the  year  following 
the  date  of  initial  insurance  endorse¬ 
ment  and  (2)  one-half  of  one  percent 
per  annum  of  the  average  outstanding 
principal  obligation  of  the  mortgage  for 
the  period  from  the  first  anniversary  of 
the  date  of  initial  insurance  endorse¬ 
ment  to  one  year  following  the  date 
of  the  first  principal  pasmaent. 

(b)  If  the  date  of  the  first  principal 
pasmient  is  one  year,  or  less  than  one 


year  following  the  date  of  such  initial 
insurance  endorsement,  the  mortgagee, 
upon  such  first  principal  payment  date, 
shall  pay  a  second  premium  equal  to 
one-half  of  one  percent  of  the  average 
outstanding  principal  obligation  of  the 
mortgage  for  the  following  year  which 
shall  be  adjusted  so  as  to  accord  with 
such  date  and  so  that  the  aggregate  of 
the  said  two  premiums  shall  equal  the 
sum  of  (1)  one  percent  per  annum  of 
the  average  outstanding  principal  obli¬ 
gation  of  the  mortgage  for  the  period 
from  the  date  of  initial  insurance  en¬ 
dorsement  to  the  date  of  first  principal 
payment  and  (2)  one-half  of  one  percent 
of  the  average  outstanding  principal  ob¬ 
ligation  of  the  mortgage  for  the  year 
following  the  date  of  the  first  principal 
payment. 

(c)  Where  the  credit  instrument  is  in¬ 
itially  and  finally  endorsed  for  insurance 
pursuant  to  a  Commitment  to  Insure 
Upon  Completion,  the  mortgagee  on  the 
date  of  the  first  principal  payment  shall 
pay  a  second  premium  equal  to  one-half 
of  one  percent  of  the  average  outstand¬ 
ing  principal  obligation  of  the  mortgage 
for  the  year  following  such  first  princi¬ 
pal  payment  date  which  shall  be  adjusted 
so  as  to  accord  with  such  date  and  so 
that  the  sum  of  one-half  of  one  percent 
per  annum  of  the  average  outstanding 
principal  obligation  of  the  mortgage  for 
the  period  from  the  date  of  the  insurance 
endorsement  to  one  year  following  the 
date  of  the  first  principal  payment. 

(d)  Until  the  mortgage  is  paid  in  full, 
or  until  the  contract  of  insurance  shall 
otherwise  terminate,  the  mortgagee,  on 
each  anniversary  of  the  date  of  the  first 
principal  payment  shall  pay  an  annual 
mortgage  insurance  premium  equal  to 
one-half  of  one  percent  of  the  average 
outstanding  principal  obligation  of  the 
mortgage  for  the  year  following  the  date 
on  which  such  premium  becomes  pay¬ 
able. 

(e)  The  premiums  payable  on  and 
after  the  date  of  the  first  principal  pay¬ 
ment  shall  be  calculated  in  accordance 
with  the  amortization  provisions  with¬ 
out  taking  into  account  delinquent  pay¬ 
ments  or  prepayments. 

(f)  Premiums  shall  be  payable  in  cash 
or  in  debentures  issued  by  the  Commis¬ 
sioner  against  the  Housing  Insurance 
Fund  under  Title  H  of  the  National 
Housing  Act  at  par  plus  accrued  Interest. 
All  premiums  are  payable  in  advance 
and  no  refund  can  be  made  of  any  por¬ 
tion  thereof  except  as  hereinafter  pro¬ 
vided  in  this  part. 

§  233.3  Adjusted  premium  charge. 
(a)  In  the  event  that  the  principal  obli¬ 
gation  of  any  mortgage  accepted  for 
insurance  is  paid  in  full  prior  to  matu¬ 
rity,  the  mortgagee  shaU,  within  thirty 
days  thereafter,  notify  the  Commis¬ 
sioner  of  the  date  of  prepajrment  and 
shall  pay  to  the  Ccmimissioner  in  the 
case  of  a  mortgage  prepaid  within  five 
years  from  the  date  of  the  initial  en¬ 
dorsement  for  insurance,  an  adjusted 
premium  charge,  in  the  nature  of  a  pre¬ 
payment  premium,  of  two  percent  of  the 
original  face  amount  of  the  prepaid 
mortgage,  and  in  the  event  the  mortgage 
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is  prepaid  after  five  years  from  the  date 
of  initial  endorsement  for  insurance,  an 
adjusted  premium  charge  of  one  percent 
of  the  original  face  amount  of  the  pre¬ 
paid  mortgage,  except  that  if  at  the  time 
of  any  such  prepayment  there  is  placed 
on  the  mortgaged  property  a  new  insured 
mortgage  or  mortgages  in  an  amoimt 
less  than  the  original  principal  amount 
of  the  mortgage,  the  adjusted  premium 
charge  provided  above  shall  be  based 
upon  the  difference  between  such 
amounts. 

(b)  In  no  event  shall  the  adjusted 
premium  charge  exceed  the  aggregate 
amount  of  premium  charges  which 
would  have  been^jayable  if  the  mortgage 
had  continued  to  be  insured  until  matu¬ 
rity. 

(c)  No  adjusted  premium  charge  shall 
be  due  the  Commissioner  in  the  follow¬ 
ing  cases: 

(1)  where,  at  the  time  of  such  pre¬ 
payment,  there  is  placed  on  the  mort¬ 
gaged  property  a  new  insured  mortgage 
or  mortgages  for  an  amount  equal  to  or 
greater  than  the  original  principal 
amount  of  the  prepaid  mortgage;  or 

(2)  where  the  final  maturity  speci¬ 
fied  in  the  mortgage  is  accelerated  solely 
by  reason  of  partial  prepayments  made 
by  the  mortgagor  which  do  not  exceed 
in  any  one  calendar  year  15  percent  of 
the  original  face  amount  of  the  mort¬ 
gage:  or 

(3)  where  the  final  maturity  specified 
in  the  mortgage  is  accelerated  solely  by 
reason  of  payments  to  principal  to  com¬ 
pensate  for  damage  to  the  mortgaged 
property,  or  a  release  of  a  part  of  such 
property;  if  approved  by  the  Commis¬ 
sioner;  or 

(4)  where  payment  in  full  is  made  of 
a  delinquent  mortgage  on  which  fore¬ 
closure  proceedings  have  been  com¬ 
menced,  or  for  the  purpose  of  avoiding 
foreclosure,  if  the  Commissioner,  in  his 
discretion,  agrees  in  writing  to  waive  the 
payment  thereof;  or 

(5)  where,  at  the  time  of  such  pre¬ 
payment,  there  is  placed  on  the  prop¬ 
erty  a  new  insured  mortgage  or  mort¬ 
gages  less  than  the  original  principal 
amount  of  the  prepaid  mortgage;  Pro¬ 
vided,  That  the  Commissioner  finds  that 
the  collection  of  such  charge  would  be 
inequitable  under  the  particular  circum¬ 
stances  of  the  transaction. 

(d)  Upon  such  prepaymient  the  con¬ 
tract  of  insurance  shall  terminate. 

(e)  At  the  time  of  prepayment,  the 
Commissioner  will  refund  to  the  mort¬ 
gagee  for  the  account  of  the  mortgagor 
an  amount  equal  to  the  pro  rata  portion 
of  the  current  annual  mortgage  insur¬ 
ance  premium  theretofore  paid,  which 
is  applicable  to  the  portion  of  the  year 
subsequent  to  such  prepayonent. 

INSURANCE  endorsement 

§  233.4  Form  of  endorsement,  (a) 
Upon  compliance  satisfactory  to  the 
wmmi.ssioner  with  the  terms  and  condi- 
uons  of  his  commitment  to  insure,  the 
Conunissioner  shall  endorse  the  original 
credit  instrument  in  form  as  follows: 

No. _ 

Insured  under  section  207  of  the  National 
Housing  Act  and  Regulations  thereunder  of 
uie  Federal  Housing  Commissioner. 


In  effect  on _ to  the  extent  of 

advances. 

Approved  by  the  Commissioner, 

Fedebal  Housing  Commissioner 

By  . — - . 

(Authorized  agent) 

Date _ _ 

(b)  The  mortgage  shall  be  an  insured 
mortgage  from  the  date  of  such  endorse¬ 
ment.  The  Commissioner  and  the  mort¬ 
gagee  shall  thereafter  be  bound  by  this 
part  with  the  same  force  and  to  the  same 
extent  as  if  a  separate  contract  had  been 
executed  relating  to  the  insured  mort¬ 
gage,  including  the  provisions  of  this 
part  and  of  the  National  Housing  Act. 

(c)  After  all  advances  under  the 
mortgage  have  been  made  with  the  ap¬ 
proval  of  the  Commissioner,  the  Com¬ 
missioner  shall,  upon  presentation  of 
original  credit  instrument,  make  a  no¬ 
tation  below  the  insurance  endorsement 
in  form  as  follows: 

A  total  Bum  of  $ -  bas 

been  approved  for  Insurance  hereunder  by 
the  (Xuxunissioner. 

Federal  Housing  Commissioner 

By  - - - - 

(Authorized  agent) 

Date _ _ 

RIGHTS  AND  DUTIES  OF  MORTGAGEE  UNDER 
THE  CONTRACT  OF  INSURANCE 

§  233.5  Defaults,  (a)  The  failure  of 
the  mortgagor  to  make  any  payments 
due  under  or  provided  to  be  paid  by  the 
terms  of  a  mortgage  insured  under  this 
part  shall  be  considered  a  default  under 
such  mortgage. 

(b)  The  failure  to  perform  any  other 
covenant  under  the  provisions  of  a  mort¬ 
gage  insured  under  this  part  shall  be 
considered  a  default,  provided  the  mort¬ 
gagee,  because  of  such  default,  has  ex¬ 
ercised  its  right  under  the  mortgage  and 
accelerated  the  debt. 

(c)  If  such  defaults  as  defined  in  par¬ 
agraphs  (a)  and  (b)  of  this  section  con¬ 
tinue  for  a  period  of  30  days  the  mort¬ 
gagee  shall  be  entitled  to  receive  the 
benefits  of  the  insurance  hereinafter 
provided. 

§  233.6  Notice,  (a)  If  the  default  as 
defined  in  §  233.5  is  not  cured  within  the 
30  day  grace  period,  the  mortgagee  shall 
within  30  days  thereafter  notify  the 
Commissioner  in  writing  of  such  default. 

(b)  Notwithstanding  the  provision  of 
§  233.5  (b) ,  the  mortgagee  will  be  re¬ 
quired  to  give  notice  in  writing  to  the 
Commissioner  of  the  failure  of  the  mort¬ 
gagor  to  comply  with  such  covenant  re¬ 
gardless  of  the  fact  the  mortgagee  may 
not  have  elected  to  accelerate  the  debt. 

§  233.7  Commissioner’s  right  to  re¬ 
quire  acceleration.  Upon  receipt  of 
notice  of  violation  of  a  covenant,  as 
provided  for  in  §  233.6  (b) ,  or  otherwise 
being  apprised  thereof,  the  Commissioner 
reserves  the  right  to  require  the  mort¬ 
gagee  to  accelerate  payment  of  the  out¬ 
standing  principal  balance  due  in  order 
to  protect  the  interests  of  the  Federal 
Housing  Commissioner. 

§  233.8  Insurance  benefits  require¬ 
ment.  (a)  When  the  mortgagee  becomes 
eligible  for  the  benefits  of  the  mortgage 
insurance,  it  shall  within  45  days  there¬ 
after,  or  within  such  later  time  as  may 
be  agreed  upon  by  the  Commissioner  in 


writing,  notify  the  Commissioner  in 
writing  of  its  intention  to  file  claim  for 
debentures  and  of  its  election  to  proceed 
in  accordance  with  subparagraphs  (1) 
or  (2)  of  this  paragraph. 

(1)  At  any  time  within  30  days  after 
the  date  of  such  election,  or  within  such 
further  period  as  may  be  agreed  upon  by 
the  Commissioner  in  writing,  the  mort¬ 
gagee  shall,  in  such  manner  as  the  Com¬ 
missioner  may  require,  assign,  transfer 
and  deliver  to  the  Commissioner  the 
original  credit  instrument  and  the  mort¬ 
gage  securing  the  same,  without  recourse 
or  warranty,  except  that  the  mortgagee 
must  warrant  that  no  act  or  omLssion 
of  the  mortgagee  has  impaired  the  valid¬ 
ity  and  priority  of  the  mortgage,  that 
the  mortgage  is  prior  to  all  mechanics’ 
and  materialmen’s  liens  filed  of  record 
subsequent  to  the  recording  of  such 
mortgage  regardless  of  whether  such 
liens  attached  prior  to  such  recording 
date,  and  prior  to  all  liens  and  encum¬ 
brances  which  may  have  attached  or 
defects  which  may  have  arisen  subse¬ 
quent  to  the  recording  of  such  mortgage, 
except  such  liens  or  other  matters  as 
may  be  approved  by  the  Commissioner, 
that  the  amoimt  stated  in  the  instru¬ 
ment  of  assignment  is  actually  due  and 
owing  under  the  mortgage,  that  there 
are  no  offsets  or  counterclaims  thereto, 
and  that  the  naortgagee  has  a  good  right 
to  assign  and  will  promptly  deliver  to  the 
Commissioner  the  mortgage  and  other 
items  enumerated  below: 

(1)  All  rights  and  interest  arising  un¬ 
der  the  mortgage  so  in  default; 

(ii)  All  claims  of  the  mortgagee 
against  mortgagor  or  others,  arising  out 
of  the  mortgage  transaction; 

(iii)  All  policies  of  title  or  other  insur¬ 
ance  or  surety  bonds  or  other  guaranties, 
and  any  and  all  claims  thereunder,  in¬ 
cluding  evidence  satisfactory  to  the 
Commissioner  that  the  original  title  cov¬ 
erage  has  been  extended  to  include  the 
assignment  of  the  mortgage  to  the  Com¬ 
missioner. 

(iv)  Any  balance  of  the  mortgage  loan 
not  advanced  to  the  mortgagor ; 

(V)  Any  cash  or  property  held  by  the 
mortgagee  or  its  agents  or  to  which  it  is 
entitled,  including  deposits  made  for  the 
account  of  the  mortgagor,  and  which 
have  not  been  applied  in  reduction  of  the 
principal  of  the  mortgage  indebtedness; 

(vi)  All  funds  held  by  the  mortgagee 
for  the  account  of  the  mortgagor  and 
which  were  received  pursuant  to  any 
other  agreement; 

(vii)  All  records,  documents,  books, 
papers  and  accounts  relating  to  the 
mortgage  transaction. 

(viii)  Any  additional  information  or 
data  which  the  Commissioner  may  re¬ 
quire. 

(2)  If  the  mortgagee  does  not  elect 
to  proceed  in  accordance  with  subpara¬ 
graph  ( 1 )  of  this  paragraph,  then  at  any 
time  within  a  period  of  thirty  days  after 
the  date  of  the  notice  of  election  to  ac¬ 
quire  title  or  within  such  later  time  as 
may  be  agreed  upon  by  the  Commis¬ 
sioner  in  writing,  the  mortgagee  shall 
either — 

(i)  With  and  subject  to  the  consent  of 
the  Commissioner  provide  for  transfer 
of  title  from  the  mortgagor  to  the  Com- 
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mlssioner  or  shall  acquire  by  means 
other  than  foreclosure  of  the  mortgage 
possession  of  and  title  to  the  mortgaged 
property;  or 

(ii )  Institute  proceedings  for  the  fore¬ 
closure  of  the  mortgage  and  either  ob¬ 
tain  possession  of  the  mortgaged 
property  and  the  income  therefrom 
through  the  voluntary  surrender  thereof 
by  the  mortgagor  or  institute,  and  prose¬ 
cute  with  reasonable  diligence,  proceed¬ 
ings  for  the  appointment  of  a  receiver  to 
manage  the  mortgaged  property  and  col¬ 
lect  income  therefrom  or  proceed  to  exer¬ 
cise  such  other  rights  and  remedies  as 
may  be  available  to  it  for  the  protection 
and  preservation  of  the  mortgaged 
property  and  to  obtain  the  income  there¬ 
from  under  the  mortgage  and  the  law  of 
the  particular  jurisdiction:  Provided, 
That  if  the  laws  of  the  state  in  which 
the  mortgaged  property  is  situated  do  not 
permit  the  institution  of  such  proceed¬ 
ings  within  such  period  of  time,  the 
mortgagee  shall  institute  such  proceed¬ 
ings  within  30  days  after  the  expiration 
of  the  time  during  which  the  institution 
of  such  proceedings  is  prohibited  by  such 
laws.  The  mortgagee  shall  promptly 
give  notice  in  writing  to  the  Commis¬ 
sioner  of  the  institution  of  foreclosure 
proceedings  under  this  subparagraph, 
shall  exercise  reasonable  diligence  in 
prosecuting  such  proceedings  to  comple¬ 
tion  and  shall  report  promptly  to  the 
Commissioner  any  developments  which 
might  delay  the  consummation  of  such 
proceedings.  If  after  default  and  prior 
to  the  completion  of  foreclosure  proceed¬ 
ings  the  mortgagor  shall  pay  to  the 
mortgagee  all  payments  in  default  and 
such  expenses  as  the  mortgagee  shall 
have  incurred  in  connection  with  the 
foreclosure  proceedings,  notice  thereof 
shall  be  given  to  the  Commissioner  by 
the  mortgagee,  and  the  insurance  shall 
continue  as  if  such  default  had  not 
occurred. 

(b)  Nothing  contained  in  this  section 
shall  be  so  construed  as  to  require  the 
mortgagee  to  take  any  action  when  the 
necessity  therefor  has  been  waived  in 
writing  by  the  Commissioner  nor  to  pre¬ 
vent  the  mortgagee  from  taking  action 
at  a  later  date  than  herein  specified  if 
the  Commissioner  agreed  thereto  in 
writing. 

§  233.9  Insurance  benefits,  (a)'  If 
the  mortgagee  elects  to  and  does  pro¬ 
ceed  in  accordance  with  §  233.8  (a)  (1) 
and  furnishes  evidence  satisfactory  to 
the  Commissioner  that  there  are  no  past 
due  and  unpaid  ground  rents,  general 
taxes,  or  special  assessments,  and  fur¬ 
nishes  the  warranties  described  in  said 
subparagraph,  the  Commissioner  shall 
deliver  to  the  mortgagee — 

(1)  Debentures  of  the  Housing  In¬ 
surance  Fund  as  set  forth  in  section  207 
of  the  National  Housing  Act  having  a 
total  face  value  equal  to  the  value  of  the 
mortgage  as  defined  in  section  207  (g) 
of  the  National  Housing  Act.  which  value 
shall  be  determined  by  adding  to  the 
original  principal  of  the  mortgage  which 
was  unpaid  on  the  date  of  default  the 
amount  the  mortgagee  may  have  paid  for 
taxes,  special  assessments,  and  water 
rates  which  are  liens  prior  to  the  mort¬ 
gage;  insurance  on  the  property;  and 


reasonable  expenses  for  the  completion 
and  preservation  of  the  property,  and 
any  mortgage  insurance  premiums  paid 
after  default;  less  the  sum  of  an  amount 
equivalent  to  one  percent  of  the  amount 
of  the  mortgage  advanced  to  the  mort¬ 
gagor  and  not  repaid;  any  amount  re¬ 
ceived  on  account  of  the  mortgage  after 
such  date;  and  any  net  income  received 
by  the  mortgagee  from  the  property 
after  such  date.  Such  debentures  shall 
be  issued  as  of  the  date  the  mortgage 
became  in  default  and  shall  bear  interest 
from  such  date  at  the  rate  of  two  and 
one-half  i>ercent  per  annum,  payable 
semi-annually  on  the  first  day  of  Janu¬ 
ary  and  the  first  day  of  July  of  each  year, 
shall  be  registered  as  to  principal  and 
interest  and  all  or  any  such  debentures 
may  be  redeemed  at  the  option  of  the 
Commissioner  with  the  approval  of  the 
Secretary  of  the  Treasury  at  par  and 
accrued  interest  on  any  interest  pay¬ 
ment  date  on  three  months’  notice  of 
redemption  given  in  such  manner  as  the 
Commissioner  shall  prescribe.  Such  de¬ 
bentures  shall  be  issued  in  multiples  of 
$50.00  and  any  difference  not  in  excess 
of  $50.00  between  the  amount  of  deben¬ 
tures  to  which  the  mortgagee  is  other¬ 
wise  entitled  hereunder  and  the  aggre¬ 
gate  face  value  of  the  debentures  issued 
shall  be  paid  in  cash  by  the  Commis¬ 
sioner  to  the  mortgagee.  Such  deben¬ 
tures  shall  mature  20  years  after  the  date 
thereof. 

(2)  A  certificate  of  claim  In  accord¬ 
ance  with  section  207  (h)  of  the  National 
Housing  Act  which  shall  become  pay¬ 
able.  if  at  all.  upon  the  sale  and  final 
liquidation  of  the  interest  of  the  Com¬ 
missioner  in  such  mortgage  or  such 
property.  Such  certificate  shall  be  for 
an  amount  which  the  Commissioner  de¬ 
termines  to  be  sufficient,  when  added  to 
the  face  value  of  the  debentures  issued 
and  the  cash  adjustment  paid  to  the 
mortgagee,  to  equal  the  amount  which 
the  mortgagee  w'ould  have  received  if, 
on  the  date  of  the  assignment,  transfer 
and  delivery  to  the  Commissioner,  the 
mortgagor  had  extinguished  the  mort¬ 
gage  indebtedness  by  payment  in  full  of 
all  obligations  under  the  mortgage. 
Such  certificate  of  claim  shall  provide 
that  there  shall  accrue  to  the  holder  of 
such  certificate  with  respect  to  the  face 
amount  of  such  certificate,  an  increment 
at  the  rate  of  three  percent  per  annum, 
beginning  on  the  date  of  the  assign¬ 
ment  of  the  mortgage  to  the  Commis¬ 
sioner,  but  which  shall  not  be  com¬ 
pounded.  If  any  excess  is  realized  from 
the  mortgage  and  all  claims  in  connec¬ 
tion  therewith  so  assigned,  transferred 
and  delivered,  and  from  the  property 
covered  by  such  mortgage  and  all  claims 
in  connection  with  such  property,  after 
deducting  all  expenses  incurred  by  the 
Commissioner  in  handling,  dealing  with, 
acquiring  title  to,  and  disposing  of  such 
mortgage  and  property  and  in  collecting 
such  claims,  such  excess  shall  be  applied 
in  payment  of  the  certificate  of  claim 
and  any  balance  thereafter  shall  be  re¬ 
tained  by  the  Commissioner  and  cred¬ 
ited  to  the  Housing  Insurance  Fund. 

(b)  If  the  mortgagee  elects  to  proceed 
under,  and  does  proceed  under  and 
in  accordance  with,  the  provisions  of 


§  233.8  (a)  (2)  and  at  any  time  within 
30  days  (or  such  further  time  as  may  be 
allowed  by  the  Commissioner  in  writing) 
tenders  or  causes  to  be  tendered  to  the 
Commi.ssioner  possession  of  the  mort¬ 
gaged  property  and  a  deed  thereto  con¬ 
taining  covenants  satisfactory  to  the 
Commissioner,  together  with  a  bill  of 
sale  covering  any  personal  property  to 
which  the  mortgagee  is  entitled  by  rea¬ 
son  of  the  mortgage  transaction,  con¬ 
veying  title  to  such  property  satisfactory 
to  the  Commissioner,  and  assigns  or 
causes  to  be  assigned  (without  recourse 
or  warranty)  any  and  all  claims  which 
have  been  acquired  in  connection  with 
the  mortgage  transaction  and  as  a  result 
of  any  foreclosure  proceedings  or  other 
means  by  which  it  may  have  acquired 
such  property,  including  but  not  limited 
to  any  claims  on  account  of  title  insur¬ 
ance  and  fire  or  other  hazard  insurance, 
except  such  claims  as  may  have  been 
released  with  the  prior  approval  of  the 
Commissioner,  the  Commissioner  shall 
promptly  accept  conveyance  of  such 
property  and  such  assignments,  notwith¬ 
standing  that  the  buildings  or  improve¬ 
ments  thereon  shall  be  incomplete  or 
may  have  been  destroyed,  damaged,  or 
injured  in  whole  or  in  part,  and  shall 
deliver  to  the  mortgagee  debentures  as 
provided  in  §  233.9  (a),  except  that  the 
one  percent  deduction  set  out  therein 
with  respect  to  the  amount  of  deben¬ 
tures  shall  not  apply,  and  a  certificate 
of  claim  as  provided  in  5  233.9  (a)  which 
shall  include  a  resisonable  amount  for 
any  necessary  expenses  incurred  by  the 
mortgagee  in  connection  with  the  fore¬ 
closure  proceedings  or  the  acquisition 
of  the  mortgaged  property  otherwise, 
and  in  the  conveyance  thereof  to  the 
Commissioner. 

(c)  Title  satisfactory  to  the  Commis¬ 
sioner  will  be  such  title  as  was  vested  in 
the  mortgagor  as  of  the  date  the  mort¬ 
gage  was  filed  for  record,  but  must  be 
free  and  clear  of  all  mechanics’  and 
materialmen’s  liens  filed  of  record  sub¬ 
sequent  to  the  recording  of  such  mort¬ 
gage,  regardless  of  whether  such  liens 
attached  prior  to  such  recording  date, 
and  free  and  clear  of  all  liens  and  en¬ 
cumbrances  which  may  have  attached, 
or  defects  which  may  have  arisen  subse¬ 
quent  to  the  recording  of  such  mortgage, 
except  such  liens  or  other  matters  as 
may  be  approved  by  the  Commissioner. 

(d)  The  mortgagee,  at  the  time  a  deed 
Is  tendered  shall  furnish  to  the  Commis¬ 
sioner  without  expense  to  him  satisfac¬ 
tory  evidence  of  title.  Such  title  evi¬ 
dence  shall  be  executed  as  of  a  date  to 
include  the  recordation  of  the  deed  to 
the  Commissioner  and,  shall  be  in  the 
form  of  an  owner’s  policy  of  title  insur¬ 
ance,  or  a  satisfactory  abstract  and  at¬ 
torney’s  opinion  covering  the  period 
subsequent  to  the  recording  of  the  mort¬ 
gage,  or  a  satisfactory  continuation  of 
the  title  evidence  accepted  by  the  Com¬ 
missioner  at  the  time  the  mortgage  was 
insured,  depending  upon  the  form  of 
title  evidence  originally  accepted  by  the 
Commissioner. 

(e)  In  the  event  the  mortgagee  ac¬ 
quires  title  to  the  mortgaged  property, 
but  does  not  convey  it  to  the  Commis¬ 
sioner,  and  the  Commissioner  is  given 
written  notice  that  it  will  not  do  so.  or  in 
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the  event  the  mortgagor  pays  the  obli¬ 
gation  under  the  mortgage  in  full,  prior 
to  the  maturity  thereof,  and  the  mort¬ 
gagee  pays  any  adjusted  premium  re¬ 
quired,  and  the  Commissioner  is  given 
written  notice  by  tJie  mortgagee  of  such 
payment  by  the  mortgagor,  the  obliga¬ 
tion  to  pay  any  subsequent  premium 
charge  for  insurance  shall  cease  and  all 
rights  of  the  mortgagee,  under  the  con¬ 
tract  of  insurance  shall  terminate  as  of 
the  date  of  such  notice. 

§  233.10  Protection  of  mortgage  secu~ 
rity.  (a)  So  long  as  the  mortgage  is  an 
insured  mortgage,  the  mortgagee  shall 
ascertain  the  general  physical  condition 
of  the  mortgaged  property  in  each  cal¬ 
endar  year  commencing  with  the  calen¬ 
dar  year  following  completion  of  the 
project  and  shall  furnish  the  Commis¬ 
sioner  and  the  mortgagor  with  a  copy  of 
its  inspection  report,  which  shall  con¬ 
tain  the  mortgagee’s  recommendations 
for  any  necessary  corrective  action.  If, 
at  any  time,  it  be  determined  by  the 
mortgagee  that,  in  addition  to  ordinary 
wear  and  tear,  the  mortgaged  property 
is  being  subjected  to  permanent  or  sub¬ 
stantial  injury,  through  unreasonable 
use,  abuse  or  neglect,  the  mortgagee 
shall,  unless  adequate  provision  satisfac¬ 
tory  to  a  prudent  lender  is  made  for  the 
prompt  restoration  of  the  mortgaged 
property,  forthwith  take  such  action  as 
may  be  available  to  it  under  the  mort¬ 
gage  and  appropriate  to  the  particular 
case,  for  the  protection  and  preservation 
of  the  mortgaged  property  and  the  in¬ 
come  therefrom.  In  the  event  claim  for 
debentures  is  filed,  the  Conunissioner 
may  reduce  the  amount  of  debentures  to 
the  extent  of  any  loss  sustained  as  a 
result  of  failure  to  comply  with  the  pro¬ 
visions  of  this  section. 

(b)  The  mortgaged  premises  shall  at 
til  times  be  insured  against  fire  and 
other  hazards  as  provided  in  the  mort¬ 
gage.  The  duty  shall  be  upon  the  mort¬ 
gagee  to  provide  such  coverage  in  the 
event  the  mortgagor  fails  to  do  so.  If 
the  mortgagee  fails  to  pay  any  pre¬ 
miums  necessary  to  keep  the  mortgaged 
premises  so  insured,  the  contract  of  in¬ 
surance  may  be  terminated  at  the  elec¬ 
tion  of  the  Conunissioner.  If  at  the  time 
claim  is  filed  for  debentures,  the  prop¬ 
erty  has  been  damaged  by  fire  or  other 
hazards  and  loss  has  been  sustained  by 
reason  of  failure  to  keep  the  property 
Insured  as  provided  in  the  mortgage,  the 
amount  of  such  loss  may  be  deducted 
from  the  amount  of  the  debentures.  In 
the  event  a  loss  has  occurred  to  the 
mortgaged  property  under  any  policy  of 
fire  or  other  hazard  insurance  and  the 
amount  of  any  funds  received  by  the 
mortgagee  in  payment  of  such  loss  shall 
be  sufficient  to  pay  in  full  the  entire 
mortgage  indebtedness,  the  mortgage 
shall,  upon  receipt  of  such  funds  by  the 
mortgagee,  be  deemed  paid  and  the  con¬ 
tract  of  mortgage  insurance  made  with 
the  Conunissioner  shall  thereupon  ter¬ 
minate.  If,  however,  any  funds  so  re¬ 
ceived  shall  be  insufficient  to  pay  such 
i>iortgage  indebtedness  in  full,  the  mort- 
Eagee  shall  not  exercise  its  option  under 
the  mortgage  to  use  the  proceeds  of  such 
insurance  for  the  repairing,  replacing  or 


rebuilding  of  such  premises  or  to  apply 
such  proceeds  to  the  mortgage  indebt^- 
ness  without  prior  written  approval  of 
the  Commissioner.  If  the  Commissioner 
shall  fail  to  give  his  approval  to  the  use 
or  application  of  such  funds  for  either 
of  said  purposes  within  thirty  days  after 
written  request  by  the  mortgagee,  the 
mortgagee  may  use  or  apply  such  funds 
for  any  of  the  purposes  specified  in  the 
mortgage  without  the  approval  of  the 
Commissioner. 

ASSIGNMENTS 

§  233. 1 1  Assignment  of  Insured  Mort¬ 
gages.  (a)  Bonds  or  other  obligations 
issued  in  connection  with  an  insured 
mortgage  executed  in  the  form  of  an  in¬ 
denture  of  trust  providing  for  the  issue 
and  sale  of  such  bonds  or  other  obliga¬ 
tions  and  appointing  a  trustee  to  act  on 
behalf  of  the  holders  of  such  bonds  or 
other  obligations  may  be  transferred  as 
provided  in  the  indenture  of  trust. 

(b)  An  insured  mortgage,  other  than 
those  described  in  paragraph  (a)  of  this 
section,  may  not  be  transferred  or 
pledged  prior  to  the  full  disbursement 
of  the  mortgage  loan,  except  with  the 
prior  written  approval  of  the  Commis¬ 
sioner  which  approval  may  be  subject  to 
such  conditions  and  qualifications  as  the 
Commissioner  may  prescribe.  Subse¬ 
quent  to  full  disbursement  such  mort¬ 
gage  may  be  transferred  only  to  a  trans¬ 
feree  who  is  a  mortgagee  approved  by 
the  Commissioner.  Upon  such  transfer 
and  the  assumption  by  the  transferee  of 
all  obligations  under  the  contract  of  in¬ 
surance  the  transferor  shall  be  released 
from  its  obligations  under  the  contract 
of  insurance. 

(c)  The  contract  of  insurance  shall 
terminate  with  respect  to  mortgages  de¬ 
scribed  in  paragraph  (b)  of  this  section 
upon  the  happening  of  either  of  the 
following  events: 

(1)  The  transfer  or  pledge  of  the  in¬ 
sured  mortgage  to  any  person,  firm,  or 
corporation,  public  or  private,  other  than 
an  approved  mortgagee. 

(2)  The  disposal  by  a  mortgagee  of 
any  partial  interest  in  the  insured  mort¬ 
gage  by  means  of  a  declaration  of  trust 
or  by  a  participation  or  trust  certificate 
or  by  any  other  device,  unless  With  the 
prior  written  approval  of  the  Commis¬ 
sioner,  which  approval  may  be  subject 
to  such  conditions  and  qualifications  as 
the  Commissioner  in  his  discretion  may 
prescribe:  Provided,  That  this  paragraph 
shall  not  be  applicable  to  any  mortgage 
so  long  as  it  is  held  in  a  common  trust 
fund  maintained  by  a  bank  or  trust  com¬ 
pany  exclusively  for  the  collective  in¬ 
vestment  and  reinvestment  of  moneys 
contributed  thereto  by  the  bank  or  trust 
company  in  its  capacity  as  a  trustee, 
executor  or  administrator;  and  in  con¬ 
formity  with  the  rules  and  regulations 
prevailing  from  time  to  time  of  the  Board 
of  Governors  of  the  Federal  Reserve 
System,  pertaining  to  the  collective  in¬ 
vestment  of  trust  funds:  Provided 
further.  That  this  paragraph  shall  not 
be  applicable  to  any  mortgage  so  long  as 
it  is  held  in  a  common  trust  estate  ad¬ 
ministered  by  a  bank  or  trust  company 
which  is  subject  to  the  inspection  and 
supervision  of  a  governmental  agency. 


exclusively  for  the  benefit  of  other  bank¬ 
ing  institutions  w’^hich  are  subject  to  the 
inspection  and  supervision  of  a  govern¬ 
mental  agency,  and  which  are  authorized 
by  law  to  acquire  beneficial  interests  in 
such  common  trust  estate,  nor  to  any 
mortgage  transferred  to  such  a  bank  or 
trust  company  as  trustee  exclusively  for 
the  benefit  of  outstanding  owners  of  un¬ 
divided  interest  in  the  trust  estate,  under 
the  terms  of  certificates  issued  and  sold 
more  than  three  years  prior  to  said 
transfer,  by  a  corporation  which  is  sub¬ 
ject  to  the  inspection  and  supervision  of 
a  governmental  agency 

RIGHTS  IN  HOUSING  FUND 

§  233.12  No  vested  right.  Neither  the 
mortgagee  nor  the  mortgagor  shall  have 
any  vested  or  other  right  in  the  Hous¬ 
ing  Insurance  Fund. 

AMENDMENTS 

§  233.13  Amendments  not  to  change 
contractual  rights.  The  regulations  in 
this  part  may  be  amended  by  the  Com¬ 
missioner  at  any  time  and  from  time  to 
time,  in  whole  or  in  part,  but  such 
amendments  shall  not  affect  the  con¬ 
tract  of  insurance  on  any  mortgage  al¬ 
ready  insured  or  to  be  insured  on  which 
the  Commissioner  has  made  a  commit¬ 
ment  to  insure. 

EFFECTIVE  DATE 

§  233.14  Effective  date.  The  regula¬ 
tions  in  this  part  shall  be  effective  as  to 
all  mortgages  with  respect  to  which  a 
commitment  to  insure  is  issued  on  or 
after  the  date  hereof. 

Issued  at  Washington,  D.  C.,  August 
13,  1954. 

Norman  P.  Mason, 

Commissioner. 

[F.  R.  Doc.  54-6444;  Piled.  Aug.  18,  1964; 

8:51  a.  m.] 


TITLE  32A— NATIONAL  DEFENSE, 
APPENDIX 

Chapter  I — Office  of  Defense 
Mobilization 

[Defense  Mobilization  Order  VII-6.  Amdt.  7] 
DMO  VII-6 — ^Expansion  Goals 
TITAMIUM  processing  FACILITIES 

1.  Defense  Mobilization  Order  vn-6, 
dated  December  3,  1953  (18  F.  R.  7876), 
and  Amendment  I,  dated  January  29, 
1954  (19  F.  R.  855),  are  further 

amended  by  adding  in  proper  alpha¬ 
betical  sequence  to  List  III  Open,  the  fol¬ 
lowing  new  expansion  goal: 


No. 

Goal 

Delcfrate 

aKuiJcy 

223,... 

1 

Titanium  procc.ssing  facilities.. 

Commerce. 

2.  ' 

This  amendment  shall 

take  effect 

on  August  17,  1954. 

Office  of  Defense 
Mobilization. 

Arthur  S.  Flemming, 

Director. 

[P.  R.  Doc.  54-6476;  Filed,  Aug.  17,  1954; 
2:26  p.  m.] 
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RULES  AND  REGULATIONS 


Chapter  XIV — General  Services 
Administration 

(Revision  1,  Arndt.  3] 

Reg.  2 — Titncsten  Regulation:  Domes¬ 
tic  Tungsten  Program 

MISCELLANEOUS  AMENDMENTS 

Pursuant  to  the  authority  vested  in  me 
by  Executive  Order  10480,  dated  August 
14.  1953  (18  F.  R.  4939),  this  regulation, 
as  revised  and  amended,  is  hereby  fur¬ 
ther  amended  as  follows: 

1.  In  section  1,  delete  the  following 
from  the  first  sentence  thereof:  pur¬ 
suant  to  delegation  of  authority  from  the 
Defense  Materials  Procurement  Admin¬ 
istrator,  dated  September  14,  1951”. 

2.  In  section  2,  delete  in  its  entirety 
paragraph  (j)  and  in  lieu  thereof  sub¬ 
stitute  the  following: 

(j)  “Synthetic  Scheelite”  means  chem¬ 
ically  precipitated  scheelite  produced 
from  any  natural  type  of  ore,  and  shall 
be  chemically  precipitated  scheelite  pro¬ 
duced  from  any  original  type  of  ore. 

3.  In  section  3  (a),  delete  the  date 
“June  30.  1954”  and  in  lieu  thereof  sub¬ 
stitute  the  following:  “June  30,  1955”. 

(Sec.  704.  64  Stat.  816,  as  amended.  Pub.  Law 
95.  83d  Cong.;  50  U.  S.  C.  App.  Sup.  2154; 
Pub.  Law  206,  83d  Cong.) 

All  other  provisions  of  this  regulation 
shall  remain  in  full  force  and  effect. 

This  amendment  is  effective  immedi¬ 
ately. 

Dated:  August  16,  1954. 

Edmund  F.  Mansure, 

Administrator. 

IP.  R.  Doc.  64-6520;  Piled,  Aug.  18.  1954; 

.  12:29  p.  m.] 


[Revision  2,  Arndt.  1] 

Reg.  3 — Manganese  Regulation:  Pur¬ 
chase  Program  for  Domestic  Man¬ 
ganese  Ore  at  Deming,  New  Mexico 

PARTICIPATION  IN  PROGRAM 

Pursuant  to  the  authority  vested  in  me 
by  Executive  Order  10480,  dated  August 
14.  1953  (18  F.  R.  4939),  this  regulation, 
as  revised  and  amended,  is  further 
amended  as  follows: 

In  section  3,  delete  the  date  “June  30, 
1954”  and  in  lieu  thereof  substitute  the 
following:  “June  30,  1955”. 

(Sec.  704,  64  Stat.  816,  as  amended.  Pub.  Law 
92,  83d  Cong.;  50  U.  S.  C.  App.  Sup.  2154; 
Pub.  Law  206,  83d  Cong.) 

All  other  provisions  of  this  regulation 
shall  remain  in  full  force  and  effect. 

This  amendment  is  effective  immedi¬ 
ately. 

Dated:  August  16,  1954. 

Edmund  F.  Mansure. 

Administrator. 

IP.  B.  Doc.  54-6518;  Piled,  Aug.  18,  1954; 
12:29  p.  m.l 


[Revision  2,  Arndt.  2] 

Reg.  4 — ^Manganese  Regulation:  Pur¬ 
chase  Program  for  Domestic  Manga¬ 
nese  Ore  at  Butte  and  Philipsburg, 
Montana 

PARTICIPATION  IN  PROGRAM 

Pursuant  to  the  authority  vested  in  me 
by  Executive  Order  10480,  dated  August 
14.  1953  (18  F.  R.  4939),  this  regulation, 
as  revised  and  amended,  is  further 
amended  as  follows: 

In  section  3.  delete  the  date  “June  30, 
1954”  and  in  lieu  thereof  substitute  the 
following:  “June  30,  1955”. 

(Sec  704,  64  Stat.  816,  as  amended.  Pub.  Law 
95,  83d  Cong.;  50  U.  S.  C.  App.  Sup.  2154; 
Pub.  Law  206,  83d  Cong.) 

All  other  provisions  of  this  regulation 
shall  remain  in  full  force  and  effect. 

This  amendment  is  effective  immedi¬ 
ately. 

Dated;  August  16.  1954. 

Edmund  F.  Mansure, 

Administrator. 

[P.  R.  Doc.  54-6519;  Piled,  Aug.  18.  1954; 
12:29  p.  m.] 


[Revision  1.  Arndt.  1] 

Reg.  5— Manganese  Regulations:  Pur¬ 
chase  Program  for  Domestic  Manga¬ 
nese  Ore  at  Wenden.  Arizona 

participation  in  program 

Pursuant  to  the  authority  vested  in  me 
by  Executive  Order  10480,  dated  August 
14,  1953  (18  F.  R.  4939),  this  regulation, 
as  revised  and  amended,  is  further 
amended  as  follows : 

In  section  3,  delete  the  date  “June  30, 
1954”  and  in  lieu  thereof  substitute  the 
following:  “June  30,  1955”. 

(Sec.  704,  64  Stat.  816,  as  amended.  Pub.  Law 
95.  83d  Cong.;  60  U.  S.  C.  App.  Sup.  2154; 
Pub.  Law  206,  83d  Cong.) 

All  other  provisions  of  this  regulation 
shall  remain  in  full  force  and  effect. 

This  amendment  is  effective  imme¬ 
diately. 

Dated;  August  16,  1954. 

Edmund  F.  Mansure, 

Administrator. 

[P.  R.  Doc.  54-6517;  Piled,  Aug.  18.  1954; 
12:29  p.  m.] 


[Arndt.  3] 

Reg.  8 — Beryl  Regulation;  Purchase 
Program  for  Domestically  Produces 
Beryl  Ore 

participation  in  program 

Pursuant  to  the  authority  vested  in  me 
by  Executive  Order  10480,  dated  August 
14,  1953  (18  F.  R.  4939),  this  regulation, 
as  amended,  is  further  amended  as 
follows: 

1.  In  section  1,  delete  the  second  sen¬ 
tence  thereof. 

2.  In  section  2,  delete  the  date  “June 
20,  1954”  and  in  lieu  thereof  substitute 
the  following;  “June  30,  1955”. 

(Sec.  704.  64  Stat.  816.  as  amended.  Pub, 
Law  95.  83d  Cong.;  50  U.  S.  C.  App.  Sup. 
2154;  Pub.  Law  206,  83d  Cong.) 

All  other  provisions  of  this  regulation 
shall  remain  in  full  force  and  effect. 

This  amendment  is  effective 
immediately. 

Dated:  August  16,  1954. 

Edmund  F.  Mansure, 
Administrator. 

(P.  R.  Doc.  54-6516;  Piled.  Aug.  18.  1954; 
12:29  p.  m.] 


[Arndt.  3] 

Reg.  9 — Asbestos  Regulation;  Purchase 
Program  for  Nonferrous  Chrysotile 
Asbestos  Produced  in  Arizona 

PARTICIPATION  IN  PROGRAM 

Pursuant  to  the  authority  vested  in  me 
by  Executive  Order  10480,  dated  August 
14,  1953  (18  F.  R.  4939),  this  regulation, 
as  amended,  is  further  amended  as 
follows: 

1.  In  section  1,  delete  the  second  sen¬ 
tence  thereof. 

2.  In  section  6,  delete  the  date  “June 
30.  1954”  and  in  lieu  thereof  substitute 
the  following:  “June  30,  1955”. 

(Sec.  704,  64  Stat.  816,  as  amended.  Pub.  Law 
95.  83d  Cong.;  50  U.  S.  C.  App.  Sup.  2154; 
Pub.  Law  206,  83d  Cong.) 

All  Other  provisions  of  this  regulation 
shall  remain  in  full  force  and  effect. 

This  amendment  is  effective  immedi¬ 
ately. 

Dated:  August  16,  1954, 

Edmund  F.  Mansure, 
Administrator. 

[P.  R.  Doc.  54-6515;  Rled,  Aug.  18.  1954; 
12:29  p.  m.] 
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department  of  the  treasury 

Bureau  of  Narcotics 

[  21  CFR  Ch.  II  ] 

4,4-Diphenyl-6-Dimethylamino- 

3-Hexanone 

ADDICTION  FORMING  OR  ADDICTION- 
SUSTAINING  LIABILITY 

Notice  is  hereby  given,  pursuant  to  the 
provisions  of  section  1  of  the  act  of 


March  8,  1946  (60  Stat.  38;  26  U.  S.  C. 
3228),  section  4  of  the  Administrative 
Procedure  Act  (60  Stat.  238;  5  U.  S.  C. 
1003),  and  by  virtue  of  the  authority 
vested  in  me  by  the  Secretary  of  the 
Treasi^  (12  F.  R.  1480),  that  a  deter¬ 
mination  is  proposed  to  be  made  that 
the  following-named  new  drug  has  an 
addiction-forming  or  addiction-sustain¬ 
ing  liability  similar  to  morphine  and 
is  an  opiate:  4,4-diphenyl-6-dimethyl- 
amino-3-hexanone. 
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Consideration  will  be  given  to  any 
written  data,  views,  or  arguments,  per¬ 
taining  to  the  addiction-forming  or 
addiction-sustaining  liability  of  the 
above-named  drug,  which  are  received 
by  the  Commissioner  of  Narcotics  prior 
to  September  21,  1954.  Any  person  de¬ 
siring  to  be  heard  on  the  addiction¬ 
forming  or  addiction-sustaining  liability 
of  the  above-named  drug  will  be  ac¬ 
corded  the  oportunity  at  a  hearing  in 
the  office  of  the  Commissioner  of  Nar¬ 
cotics,  1300  E  Street  NW.,  Washington 
25,  D.  C.,  at  10:00  a.  m.,  September  21, 
1954:  Provided.  That  such  person  fur¬ 
nishes  written  notice  of  his  desire  to  be 
heard,  to  the  Commissioner  of  Narcotics, 
Washington  25,  D.  C.,  not  later  than  20 
days  from  the  publication  of  this  notice 
in  the  Federal  Register.  If  no  written 
notice  of  a  desire  to  be  heard  shall  be  re¬ 
ceived  within  20  days  from  the  date  of 
publication  of  this  notice  in  the  Federal 
Register,  no  hearing  shall  be  held,  but 
the  Commissioner  of  Narcotics  shall  pro¬ 
ceed  to  make  a  recommendation  to  the 
Secretary  of  the  Treasury  for  a  finding 
under  section  1  of  the  act  of  March  8, 
1946. 

(60  Stat.  38;  26  U.  S.  C.  3228) 

[seal]  H.  J.  Anslinger, 

Commissioner  of  Narcotics. 

[P.  R.  Doc.  54-6441;  Piled,  Aug.  18,  1954; 

8:50  a.  m.] 


DEPARTMENT  OF  AGRICULTURE 

Agricultural  Marketing  Service 
[  7  CFR  Part  907  1 

[Docket  No.  AO  212-A81 

Handling  of  Milk  in  Milwaukee, 
Wisconsin,  Marketing  Area 

DECISION  WITH  RESPECT  TO  PROPOSED 

lAARKETING  AGREEBIENT  AND  PROPOSED 

ORDER  AMENDING  ORDER,  AS  AMENDED 

Pursuant  to  the  provisions  of  the  Ag¬ 
ricultural  Marketing  Agreement  Act  of 
1937,  as  amended  (7  U.  S.  C.  601  et  seq.), 
and  the  applicable  rules  of  practice  and 
procedure,  as  amended,  governing  pro¬ 
ceedings  to  formulate  marketing  agree¬ 
ments  and  marketing  orders  (7  CFR  Part 
900),  a  public  hearing  was  conducted  at 
Milwaukee,  Wisconsin,  on  July  23,  1954, 
pursuant  to  notice  thereof  which  was 
Issued  on  July  15, 1954  (19  F.  R.  4478) . 

Upon  the  basis  of  the  evidence  intro¬ 
duced  at  the  hearing  and  the  record 
thereof,  the  Deputy  Administrator,  Agri¬ 
cultural  Marketing  Service,  on  August  4, 
1954,  filed  with  the  Hearing  Clerk,  United 
States  Department  of  Agriculture,  his 
recommended  decision  with  respect  to 
certain  issues,  and  an  opportunity  to  file 
written  exceptions  thereto.  This  recom¬ 
mended  decision  was  published  in  the 
Federal  Register  on  August  7,  1954  (19 
P.R.  4998). 

The  material  issues,  findings  and  con¬ 
clusions,  and  general  findings  of  the 
recommended  decision  (P,  R.  Doc.  54- 
6094;  19  F.  R.  4998)  are  hereby  approved 
and  adopted  as  the  findings  and  conclu¬ 
sions  of  this  decision  as  if  set  forth  in  full 
herein. 

No.  161 - 3 


Ruling  on  exceptions.  There  were  no 
exceptions  received  to  the  recommended 
decision. 

Determination  of  representative  pe¬ 
riod.  The  month  of  June  1954  is  hereby 
determined  to  be  the  representative  pe¬ 
riod  for  the  purpose  of  ascertaining 
whether  the  issuance  of  an  order  amend¬ 
ing  the  order,  as  amended,  regulating 
the  handling  of  milk  in  the  Milwaukee, 
Wisconsin,  marketing  area  in  the  man¬ 
ner  set  forth  in  the  attached  amending 
order  is  approved  or  favored  by  pro¬ 
ducers  who  during  such  period  were  en¬ 
gaged  in  the  production  of  milk  for  sale 
in  the  marketing  area  specified  in  such 
marketing  order,  as  amended. 

Marketing  agreement  and  order.  An¬ 
nexed  hereto  and  made  a  part  hereof  are 
two  documents  entitled  respectively, 
“Marketing  Agreement  Regulating  the 
Handling  of  Milk  in  the  Milwaukee,  Wis¬ 
consin,  Marketing  Area,"  and  “Order 
Amending  the  Order,  as  Amended,  Regu¬ 
lating  the  Handling  of  Milk  in  the  Mil¬ 
waukee,  Wisconsin,  Marketing  Area,” 
which  have  been  decided  upon  as  the 
detailed  and  appropriate  means  of  ef¬ 
fectuating  the  foregoing  conclusions. 
These  documents  shall  not  become  effec¬ 
tive  unless  and  until  the  requirements 
of  §  900.14  of  the  rules'  of  practice  and 
procedure,  as  amended,  governing  pro¬ 
ceedings  to  formulate  marketing  agree¬ 
ments  and  orders  have  been  met. 

It  is  hereby  ordered.  That  all  of  this 
decision,  except  the  attached  marketing 
agreement,  be  published  in  the  Federal 
Register.  The  regulatory  provisions  of 
said  marketing  agreement  are  identical 
with  those  contained  in  the  order,  as 
amended,  and  as  hereby  proposed  to  be 
further  amended  by  the  attached  order 
which  will  be  published  with  this  de¬ 
cision. 

This  decision  filed  at  Washington, 
D.  C.,  this  16th  day  of  August  1954. 

[seal]  Earl  L.  Butz, 

Acting  Secretary. 

Order '  Amending  the  Order,  as  Amend¬ 
ed,  Regulating  the  Handling  of  Milk 
in  the  Milwaukee,  Wisconsin,  Market¬ 
ing  Area 

§  907.0  Findings  and  determinations. 
The  findings  and  determinations  herein¬ 
after  set  forth  are  supplementary  and  in 
addition  to  the  findings  and  determina¬ 
tions  previously  made  in  connection  with 
the  issuance  of  the  aforesaid  order  and 
all  of  said  previous  findings  and  deter¬ 
minations  are  hereby  ratified  and  af¬ 
firmed,  except  insofar  as  such  findings 
and  determinations  may  be  in  conflict 
with  findings  and  determinations  set 
forth  herein. 

(a)  Findings  upon  the  basis  of  the 
hearing  record.  Pursuant  to  the  provi¬ 
sions  of  the  Agricultural  Marketing 
Agreement  Act  of  1937,  as  amended 
(7  U.  S.  C.  601  et  seq.) ,  and  the  applicable 
rules  of  practice  and  procedure,  as 
amended,  governing  the  formulation  of 


*  This  order  shall  not  become  effective  un¬ 
less  and  until  the  requirements  of  S  900.14 
of  the  rules  of  practice  and  procedure,  as 
amended,  governing  proceedings  to  formu¬ 
late  marketing  agreements  and  orders  have 
been  met. 


marketing  agreements  and  marketing 
orders  (7  CFR  Part  900),  a  public  hear¬ 
ing  was  held  upon  certain  proposed 
amendments  to  the  tentative  marketing 
agreement  and  to  the  order,  as  amended, 
regulating  the  handling  of  milk  in  the 
Milwaukee,  Wisconsin,  marketing  area. 
Upon  the  basis  of  the  evidence  intro¬ 
duced  at  such  hearing  and  the  record 
thereof,  it  is  found  that; 

(1)  The  said  order,  as  amended,  and 
as  hereby  further  amended,  and  all  of 
the  terms  and  conditions  thereof,  will 
tend  to  effectuate  the  declared  policy  of 
the  act; 

(2)  The  parity  prices  of  milk  as  de¬ 
termined  pursuant  to  section  2  of  the  act 
are  not  reasonable  in  view  of  the  price  of 
feeds,  available  supplies  of  feeds,  and 
other  economic  conditions  which  affect 
market  supply  of  and  demand  for  milk 
in  the  marketing  area,  and  the  mini¬ 
mum  prices  specified  in  the  order,  as 
amended,  and  as  hereby  further  amend¬ 
ed,  are  such  prices  as  will  reflect  the 
aforesaid  factors,  insure  a  sufficient 
quantity  of  pure  and  wholesome  milk, 
and  be  in  the  public  interest;  and 

(3)  The  said  order,  as  amended,  and 
as  hereby  further  amended,  regulates 
the  handling  of  milk  in  the  same  manner 
as,  and  is  applicable  only  to  persons  in 
the  respective  classes  of  industrial  and 
commercial  activity,  specified  in  a  mar¬ 
keting  agreement  upon  which  a  hearing 
has  been  held. 

Order  relative  to  handling.  It  is  there¬ 
fore  ordered  that  on  and  after  the  effec¬ 
tive  date  hereof  the  handling  of  milk 
in  the  Milwaukee,  Wisconsin,  marketing 
area  shall  be  in  conformity  to  and  in 
compliance  with  the  terms  and  condi¬ 
tions  of  the  aforesaid  order,  as  amended, 
and  as  hereby  further  amended,  and  the 
aforesaid  order,  as  amended,  is  hereby 
further  amended  as  follows: 

1.  In  the  proviso  in  §  907.51  (a),  de¬ 
lete  the  word  “August”  and  substitute 
the  word  “November.” 

2.  Delete  §  907.51  (b)  and  substitute 
therefor  the  following: 

(b)  The  price  for  Class  n  milk  shall 
be  the  basic  formula  price  plus  the  fol¬ 
lowing  amounts  as  indicated:  May  and 
June,  $0.40;  July  through  November,  in¬ 
clusive,  $0.70;  all  other  months,  $0.50: 
Provided,  That  for  the  months  of  Sep¬ 
tember,  October  and  November,  1954, 
$0.50  shall  be  used  in  lieu  of  $0.70  as  in¬ 
dicated  above:  And  provided  further. 
That  such  (Jlass  n  price  differentials 
shall  be  adjusted  by  the  amount  of  any 
adjustment  made  in  the  Class  I  price  dif¬ 
ferential  for  the  same  month  pursuant 
to  the  proviso  of  paragraph  (a)  of  this 
section. 

[P.  R.  Doc.  54-6428;  Piled,  Aug.  18.  1954; 

8:49  a.  m.] 


[  7  CFR  Part  927  1 

Handling  op  Milk  in  New  York  Metro¬ 
politan  Milk  Marketing  Area 

determinnation  that  a  hearing  should 

NOT  BE  HELD 

Pursuant  to  provisions  of  the  order, 
as  amended,  regulating  the  handling  of 
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milk  in  the  New  York  metropolitan  milk 
marketing  area  (7  CPR  Part  927,  and 
hereinafter  referred  to  as  “the  order"), 
it  is  hereby  determined  that  a  public 
hearing  should  not  be  held  at  this  time 
to  consider  economic  conditions  relating 
to  the  pricing  of  Class  I-A  milk  under 
the  provisions  of  the  order. 

This  determination  is  occasioned  by  a 
provision  of  the  order  which  requires 
that  whenever  there  is  a  difference,  for 
each  of  3  consecutive  months,  of  more 
than  15  points  between  the  index  of  cost 
of  production  and  the  index  of  the  Class 
I-A  price,  a  public  hearing  be  called  to 
consider  those  and  other  economic  con¬ 
ditions,  or  announcement  of  a  determi¬ 
nation  that  such  a  hearing  should  not 
be  held  together  with  reasons  for  such 
a  determination.  The  index  of  the  cost 
of  production  has  now  exceeded  the  in¬ 
dex  of  the  Class  I-A  price  by  more  than 
15  points  for  each  of  3  consecutive 
months. 

Such  a  public  hearing  would  serve  no 
useful  or  desirable  purpose.  Prices  for 
Class  I-A  milk  currently  prevailing  and 
in  prospect  for  the  next  several  months 
under  the  pricing  formula  now  contained 
in  the  order  are  prices  which  properly 
reflect  the  economic  conditions  affecting 
the  supply  of  and  demand  for  milk  in 
the  New  York  metropolitan  milk  mar¬ 
keting  area  in  accordance  with  the 
standards  of  the  Agricultural  Marketing 
Agreement  Act. 

The  index  of  the  Class  I-A  price  and 
the  index  of  cost  of  production  each 
Indicates  the  percentage  change  from  the 
level  prevailing  in  1948.  For  the  most 
recent  month  for  which  both  are  avail¬ 
able  (June  1954),  the  Class  I-A  price 
index  is  90  and  the  index  of  cost  of  pro¬ 
duction  is  111,  thus  resulting  in  a  differ¬ 
ence  of  more  than  15  points.  A  similar 
divergence  exists  for  the  months  of 
April  and  May.  While  a  cost  of  produc¬ 
tion  index  is  not  yet  available  for  July 
and  August,  the  Class  I-A  price  index 
for  those  months  is  90  and  89,  respec¬ 
tively. 

Such  lower  level  of  the  CHass  I-A  price 
(in  relation  to  1948)  is  the  direct  result 
of  existence  in  the  market  of  a  substan¬ 
tially  larger  (than  in  1948)  supply  of 
milk  in  relation  to  sales  of  fluid  milk. 
Reserve  supplies  of  pool  milk  have  been 
running  relatively  large  particularly 
since  October  1952.  The  average  of  the 
monthly  percentages  of  pool  milk  used 
for  fluid  milk  was  about  49  for  the 
twelve-month  period  ending  with  June 
1954  compared  to  63.6  for  the  year  1948. 
The  current  (May  and  June)  relation¬ 
ship  of  supply  to  sales,  as  used  in  com¬ 
putation  of  the  Class  I-A  price  for  Au¬ 
gust,  is  equivalent  to  an  estimated  fluid 
utilization  on  an  annual  basis  of  slightly 
more  than  48  percent.  This  change  in 
the  supply-demand  relationship  is  being 
properly  reflected  in  the  Class  I-A  prices 
currently  established  through  operation 
of  the  pricing  formula  now  in  effect. 
Likewise,  any  decline  in  production  dur¬ 
ing  the  next  few  months  resulting  from 
drought  or  other  adverse  production  con¬ 
ditions  will  also  be  reflected  rather 
promptly,  through  operation  of  the  pric¬ 
ing  formula  now  in  effect,  in  higher  CTlass 
I-A  prices  in  line  with  such  a  shift  in  the 
supply-demand  relationship. 


Issued  at  Washington,  D.  C.,  this  16th 
day  of  August  1954. 

[seal]  Roy  W.  Lennartson, 

Deputy  Administrator. 

[P.  H.  Doc.  54-6448;  Piled,  Aug.  18,  1954; 
8:62  a.  m.] 


[  7  CFR  Part  941  1 

[Docket  No.  AO-lOl-AlSl 

Handling  of  Milk  in  Chicago,  Illinois 
Marketing  Area 

DECISION  with  RESPTCT  TO  PROPOSED  MAR' 

KEYING  AGREEMENT  AND  PROPOSED  ORDER 

AMENDING  ORDER,  AS  AMENDED 

Pursuant  to  the  provisions  of  the  Agri¬ 
cultural  Marketing  Agreement  Act  of 
1937,  as  amended  (7  U.  S.  C.  601  et  seq.) , 
and  the  applicable  rules  of  practice  and 
procedure,  as  amended,  governing  pro¬ 
ceedings  to  formulate  marketing  agree¬ 
ments  and  marketing  orders  (7  CFR  Part 
900),  a  public  hearing  was  conducted  at 
Chicago,  Illinois,  on  June  1-4,  7-11,  and 
14-15,  pursuant  to  notice  thereof  which 
was  issued  on  May  20,  1954  (19  F.  R. 
3028) . 

Upon  the  basis  of  the  evidence  intro¬ 
duced  at  the  hearing  and  the  record 
thereof,  the  Deputy  Administrator,  Agri¬ 
cultural  Marketing  Service,  on  July  28, 
1954  (19  F.  R.  4730)  filed  with  the  Hear¬ 
ing  Clerk,  United  States  Department  of 
Agriculture,  a  recommended  decision 
with  respect  to  certain  issues,  and  an 
opportunity  to  file  written  exception 
thereto. 

The  material  issues,  findings  and  con¬ 
clusions.  and  general  findings  of  the  rec¬ 
ommended  decision  (19  F.  R.  4730;  F.  R. 
Doc,  54-5871)  are  hereby  approved  and 
adopted  as  the  findings  and  conclusions 
of  this  decision  as  if  set  forth  in  full 
herein. 

Rulings  on  exceptions.  In  arriving  at 
the  findings  and  conclusions  included  in 
this  decision  each  of  the  exceptions  re¬ 
ceived  was  carefully  and  fully  considered 
in  conjunction  with  the  record  evidence 
pertaining  thereto.  To  the  extent  that 
the  findings  and  conclusions  herein  are 
at  variance  with  the  exceptions,  such  ex¬ 
ceptions  are  overruled. 

Order  of  the  Secretary  directing  that 
a  referendum  be  conducted:  determina¬ 
tion  of  a  representative  period:  and 
designation  of  an  agent  to  conduct  such 
referendum.  Pursuant  to  section  8c 
(19)  of  the  Agricultural  Marketing 
Agreement  Act  of  1937.  as  amended  (7 
U.  S.  C.  608c  (19) ),  it  is  hereby  directed 
that  a  referendum  be  conducted  among 
the  producers  (as  defined  in  the  order, 
as  amended,  regulating  the  handling  of 
milk  in  the  Chicago.  Dlinois,  marketing 
area)  who.  during  the  month  of  April 
1954,  were  engaged  in  the  production  of 
milk  for  sale  in  the  marketing  area 
specified  in  the  aforesaid  order  as 
amended,  to  determine  whether  such 
producers  favor  the  issuance  of  the  order 
amending  the  order,  as  amended,  which 
is  filed  herewith. 

The  month  of  April  1954  is  hereby  de¬ 
termined  to  be  the  representative  period 

for  the  conduct  of  such  referendum. 

* 


J.  L.  Cook  Is  hereby  designated 
agent  of  the  Secretary  to  conduct  such 
referendum  in  accordance  with  the  pro¬ 
cedure  for  the  conduct  of  referenda  to 
determine  producer  approval  of  milk 
marketing  orders  as  published  in  the 
Federal  Register  on  August  10,  1950  (15 
F.  R.  5177) ,  such  referendum  to  be  com¬ 
pleted  on  or  before  the  10th  day  from  the 
date  this  decision  is  filed. 

Marketing  agreements  and  orders. 
Annexed  hereto  and  made  a  part  hereof 
are  documents  entitled,  respectively, 
“Marketing  Agreement  Regulating  the 
Handling  of  Milk  in  the  Chicago,  Illinois, 
Marketing  Area,”  and  “Order  Amending 
the  Order,  as  Amended,  Regulating  the 
Handling  of  Milk  in  the  Chicago,  Illinois, 
Marketing  Area.”  which  have  been  de¬ 
cided  upon  as  the  detailed  and  appro¬ 
priate  means  of  effectuating  the  fore¬ 
going  conclusions.  These  documents 
shall  not  become  effective  unless  and 
until  the  requirements  of  §  900.14  of  the 
rules  of  practice  and  procedure,  as 
amended,  governing  proceedings  to  form¬ 
ulate  marketing  agreements  and  orders 
have  been  met. 

It  is  hereby  ordered.  That  all  of  this 
decision  except  the  attached  marketing 
agreement,  be  published  in  the  Federal 
Register.  The  regulatory  provisions  of 
said  marketing  agreement  are  identical 
with  those  contained  in  the  order,  as 
amended,  and  as  hereby  proposed  to  be 
further  amended  by  the  attached  order 
which  will  be  published  with  this 
decision. 

This  decision  filed  at  Washington, 
D.  C.,  this  16th  day  of  August  1954. 

[seal]  Earl  L.  Birrz, 

Acting  Secretary. 

Order  *  Amending  the  Order,  as  Amend¬ 
ed,  Regulating  the  Handling  of  Milk 

in  the  Chicago,  Illinois,  Marketing 

Area 

§  941.0  Findings  and  determinations. 
The  findings  and  determinations  here¬ 
inafter  set  forth  are  supplementary  and 
in  addition  to  the  findings  and  determi¬ 
nations  previously  made  in  connection 
with  the  issuance  of  the  aforesaid  or¬ 
der  and  of  the  previously  issued  amend¬ 
ment  thereto:  and  all  of  said  previous 
findings  and  determinations  are  hereby 
ratified  and  affirmed,  except  Insofar  as 
such  findings  and  determinations  may 
be  in  conflict  with  the  findings  and  de¬ 
terminations  set  forth  herein. 

(a)  Findings  upon  the  basis  of  the 
hearing  record.  Pursuant  to  the  pro¬ 
visions  of  the  Agricultural  Marketing 
Agreement  Act  of  1937,  as  amended  (7 
U.  S.  C.  601  et  seq.),  and  the  applicable 
rules  of  practice  and  procedure,  as 
amended,  governing  the  formulation  of 
marketing  agreements  and  orders  (7 
CFR  Part  900),  a  public  hearing  was 
held  upon  certain  proposed  amendments 
to  the  tentative  marketing  agreement 
and  to  the  order,  sis  amended,  regulating 
the  handling  of  milk  in  the  Chicago, 


»  This  order  shall  not  become  effective  un¬ 
less  and  until  the  requirements  of  {  900.14 
of  the  rules  of  practice  and  procedure,  a» 
amended,  governing  proceedings  to  formu¬ 
late  marketing  agreements  and  orders  have 
been  met. 
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Dlinois,  marketing  area.  Upon  the  basis  i 
of  the  evidence  introduced  at  such  hear-  i 
ing  and  the  record  thereof,  it  is  found  i 
that:  < 

(1)  The  said  order,  as  amended,  and  i 

as  hereby  further  amended,  and  all  of  ] 
the  terms  and  conditions  thereof,  will  ’ 
tend  to  effectuate  the  declared  policy  of  ( 
the  act;  i 

(2)  The  parity  prices  of  milk  as  deter-  < 
mined  pursuant  to  section  2  of  the  act  : 
are  not  reasonable  in  view  of  the  price  < 
of  feeds,  available  supplies  of  feeds,  and  ( 
other  economic  conditions  which  affect  < 
market  supply  and  demand  for  milk  in 
the  said  marketing  area,  and  the  mini¬ 
mum  prices  specified  in  the  order,  as 
amended,  and  as  hereby"  further  ' 
amended,  are  such  prices  as  will  reflect 
the  aforesaid  factors,  insure  a  sufficient 
quantity  of  pure  and  wholesome  milk  and 

be  in  the  public  interest;  and 

(3)  The  said  order,  as  amended,  and 
as  hereby  further  amended,  regulates 
the  handling  of  milk  in  the  same  man¬ 
ner  as  and  is  applicable  only  to  persons 
in  the  respective  classes  of  industrial 
and  commercial  activity  specified  in  a 
marketing  agreement  upon  which  a 
hearing  has  been  held. 

Order  relative  to  handling.  It  is  there¬ 
fore  ordered,  that  on  and  after  the  ef¬ 
fective  date  hereof  the  handling  of  milk 
in  the  Chicago,  Illinois,  marketing  area 
shall  be  in  conformity  to  and  compliance 
with  the  terms  and  conditions  of  the 
aforesaid  order,  as  amended,  and  as 
hereby  further  amended,  and  the  afore¬ 
said  order,  as  amended,  is  hereby  fur¬ 
ther  amended,  as  follows: 

1.  Insert  as  §  941.18  the  following: 

§  941.18  Base,  base  milk,  and  excess 
milk — (a)  Base.  “Base”  means  a  quan¬ 
tity  of  milk  expressed  in  pounds  per  day 
computed  pursuant  to  §  941.69. 

(b)  Base  milk.  “Base  milk”  means  a 
quantity  of  producer  milk  received  by  a 
handler  during  each  of  the  months  of 
March,  April,  May  and  June  which  is  not 
in  excess  of  such  producer’s  base  multi¬ 
plied  by  the  number  of  days  such  milk 
was  produced. 

(c)  Excess  milk.  “Excess  milk”  means 
producer  milk  received  by  a  handler 
during  each  of  the  months  of  March, 
April,  May  and  June  which  is  in  excess 
of  the  base  milk  received  from  such  pro¬ 
ducer. 

2.  In  §  941.30  (a)  add  subparagraph 
(3)  as  follows: 

(3)  For  the  delivery  periods  of  March 
through  June,  the  total,  amount  of  base 
milk  and  the  total  amount  of  excess  milk 
received  from  producers. 

3.  In  §  941.30  (b)  (1)  add  the  follow¬ 
ing  words:  “and  for  the  delivery  periods 
of  September  through  November,  and 
March  through  June,  the  number  of  days 
on  which  milk  was  received.” 

4.  In  the  proviso  of  §  941.52  (a)  (1) 
delete  the  word  “August”  and  substitute 
the  word  “November.” 

5.  Delete  §  941.52  (b)  (1)  and  substi¬ 
tute  therefor  the  following: 

(1)  The  price  for  Grade  A  Class  n 
milk,  except  as  set  forth  in  subparagraph 
(3)  of  this  paragraph,  shall  be  the  basic 


formula  price  plus  the  following  amount  i 
for  the  delivery  periods  indicated:  May  1 
and  June  $0.40 ;  July,  August,  September,  t 
October  and  November  $0.70;  all  others  e 
$0.50:  Provided,  That  for  the  delivery  t 
periods  of  September,  October,  and  No-  1 
vember  1954,  $0.50  shall  be  used  in  lieu  t 
of  $0.70  as  indicated  above:  And  pro-  i 
vided  further.  That  such  Class  n  price  1 
differential  shall  be  adjusted  by  the 
amount  of  any  adjustment  made  in  the  < 
Class  I  price  differential  for  the  same  i 
delivery  period  pursuant  to  the  proviso  i 
of  paragraph  (a)  (1)  of  this  section.  i 

6.  Insert  as  §  941.69  the  following:  ^ 

§  941.69  Computation  of  base  and  \ 
base  rules,  (a)  Subject  to  the  conditions  ] 
set  forth  in  paragraph  (b)  of  this  section,  1 
the  market  administrator  shall  com-  i 
pute  for  each  of  the  months  of  March,  ] 
April,  May  and  June,  a  base  for  each 
producer,  as  follows: 

(1)  Divide  the  total  pounds  of  milk  ' 
received  by  a  handler  from  each  pro-  ' 
ducer  during  the  months  of  September, 
October  and  November  immediately  pre¬ 
ceding  by  the  number  of  days’  such  milk  ( 
was  produced  (not  to  be  less  than  60 
days) ;  Provided,  That  any  producer  for 
whom  a  base  has  been  computed  may 
upon  written  notice  to  the  market  ad¬ 
ministrator  postmarked  not  later  than 
December  31  relinquish  his  base  and  be 
allotted  a  base  computed  pursuant  to 
subparagraph  (2)  of  this  paragraph. 

(2)  Any  producer  who  has  not  estab¬ 
lished  a  base  or  who  elects  to  relinquish 
his  base  pursuant  to  the  provisions  of 
subparagraph  (1)  of  this  paragraph  shall 
be  assigned  a  base  for  each  of  the 
months  of  March.  April,  May  and  June 
computed  as  follows: 

(i)  Prom  the  total  quantity  of  pro¬ 
ducer  milk  received  by  handlers  during 
the  same  month  of  the  previous  year, 
subtract  the  total  receipts  from  pro¬ 
ducers  who  did  not  establish  bases  or 
who  had  relinquished  their  bases, 

(ii)  Determine  the  percentage  that 
base  milk  was  of  the  remaining  pounds, 
and  subtract  10,  except  that  for  the 
months  of  March,  April.  May  and  June 
1955  the  percentages  computed  pursu¬ 
ant  to  this  subparagraph  shall  be  as 
follows: 

Month:  Percentage 

March  1955 . 65 

April  1965 _  60 

May  1955 _  55 

June  1955 _ 66 

(iii)  Multiply  the  resulting  percentage 
by  the  total  pounds  of  milk  received  by 
a  handler  from  the  producer  during  the 
applicable  month  and  divide  the  result 
by  the  number  of  days  such  milk  was 
produced. 

(b)  Any  base  computed  pursuant  to 
paragraph  (a)  (1)  of  this  section  shall 
be  subject  to  following  rules: 

(1)  A  base  shall  be  held  in  the  name 
of  the  producer  and  may  be  transferred 
only  at  his  option. 

(2)  The  milk  to  which  the  transferred 
base  shall  apply  must  be  produced  on 
the  same  farm  from  which  such  base 
was  earned,  and  the  transferor  must 
notify  the  market  administrator  in  writ¬ 
ing  on  or  before  the  last  day  of  the 


month  that  such  base  is  to  be  transferred 
indicating  the  name  of  the  transferee, 
the  amount  of  base  transferred,  and  the 
effective  date  of  the  transfer;  and  in  the 
event  of  a  producer’s  death  his  base  may 
be  so  transferred  upon  written  notice  to 
the  market  administrator  from  any 
member  of  the  producer’s  immediate 
family. 

(3)  If  a  producer  operates  more  than 
one  farm  he  must  establish  a  base  with 
respect  to  the  milk  from  each  farm,  and 
in  the  event  such  producer  chooses  to 
relinquish  the  base  earned  for  one  farm’ 
he  must  do  so  for  all  farms. 

(4)  On  or  before  March  1  each  year, 
the  market  administrator  shall  notify 
producers  of  their  bases,  and  shall  no¬ 
tify  each  handler  of  the  base  of  each  of 
the  producers  delivering  to  the  handler’s 
plant  (s). 

7.  In  §  941.71  delete  paragraphs  (d) 
and  (e)  and  insert  the  following  para¬ 
graphs  (d)  through  (g) : 

(d)  For  each  of  the  months  of  March, 
April,  May  and  June,  add  an  amount 
computed  by  multiplying  the  total 
povmds  of  excess  milk  as  reported  by 
handlers  pursuant  to  §  941.30  (a)  (3), 
by  40  cents  per  hundredweight;  and 

(e)  Divide  the  result  by  the  total 
hundredweight  of  producer  milk  of  all 
handlers  whose  net  pool  obligations  are 
included  pursuant  to  paragraph  (a)  of 
this  section;  and 

(f)  Subtract  not  less  than  4  cents  nor 
more  than  5  cents  as  a  producer-settle¬ 
ment  fund  reserve.  The  result  shall  be 
the  uniform  price  per  hundredweight 
(for  the  grade  of  milk  involved)  of  milk 
containing  3.5  percent  of  butterfat  re¬ 
ceived  from  producers  at  pool  plants 
located  more  than  55  miles  but  not  more 
than  70  miles  from  the  City  Hall  in 
Chicago,  Illinois,  except  that  for  the 
months  of  March,  April,  May  and  June 
the  price  resulting  from  the  computations 
made  pursuant  to  this  section  shall  be 
the  uniform  price  for  base  milk. 

(g)  For  each  of  the  months  of  March, 
April,  May  and  June  the  uniform  price 
for  excess  milk  shall  be  the  uniform 
price  for  base  milk  less  40  cents  per 
hundredweight. 

8.  Amend  §  941.80  (b)  by  deleting  the 
words  “each  delivery  period”  and  insert¬ 
ing  instead  the  words  “the  delivery  pe¬ 
riods  of  July  through  February.” 

9.  In  §  941.80  add  paragraph  (c)  as 
follows: 

(c)  On  or  before  the  18th  day  after 
the  end  of  each  of  the  delivery  periods 
March  through  June  each  handler  shall 
pay  to  each  producer  per  hundredweight 
of  base  milk  received  from  him  during 
such  delivery  period  not  less  than  the 
uniform  price  for  base  milk,  and  for  ex¬ 
cess  milk  received  from  him  the  handler 
shall  pay  not  less  than  the  uniform  price 
for  excess  milk  subject  in  the  case  of 
both  base  milk  and  excess  milk  to  the 
location  adjustment  and  butterfat  dif¬ 
ferential  provided  by  §  941.81  and 
S  941.82  and  all  of  the  provisos  contained 
in  paragraph  (b)  of  this  section. 

[P.  R.  Doc.  64-6429;  Plied,  Aug.  18,  1954; 
I  8:49  a.  m.l 
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PROPOSED  RULE  MAKING 


I  7  CFR  Part  960  1 

(Docket  No.  Aa-2531 

Handling  or  Milk  in  the  Akron,  Ohio, 
Marketing  Area 

NOTICE  or  recommended  decision  and  op¬ 
portunity  to  file  written  exceptions 

WITH  respect  to  PROPOSED  MARKETING 

AGREEMENT  AND  ORDER 

Pursuant  to  the  provisions  of  the  Agri¬ 
cultural  Marketing  Agreement  Act  of 
1937,  as  amended  (7  U.  S.  C.  601  et  seq.), 
and  the  applicable  rules  of  practice  and 
procedure,  as  amended  governing  formu¬ 
lation  of  marketing  agreements  and 
marketing  orders  <7  CFR  Part  900  >,  no¬ 
tice  is  hereby  given  of  the  filing  with  the 
Hearing  Clerk  of  the  recommended  de¬ 
cision  of  the  Deputy  Administrator, 
Agricultural  Marketing  Service,  United 
States  Department  of  Agriculture,  with 
respect  to  a  proposed  marketing  agree¬ 
ment  and  order,  to  regulate  the  handling 
of  milk  in  the  Akron,  Ohio  marketing 
area.  Interested  parties  may  file  written 
exceptions  to  this  decision  with  the  Hear¬ 
ing  Clerk,  United  States  Department  of 
Agriculture,  Washington  25,  D.  C.,  not 
later  than  the  close  of  business  the  20th 
day  after  publication  of  this  decision  in 
the  Federal  Register.  Exceptions  should 
be  filed  in  quadruplicate. 

Preliminary  statement.  The  hearing, 
on  the  record  of  which  the  proposed  mar¬ 
keting  agreement  and  order  were  formu¬ 
lated,  was  conducted  at  Akron,  Ohio  on 
March  1-6,  1954,  pursuant  to  notice 
thereof  which  was  issued  on  February  10, 
1954  (19  F.  R.  859). 

The  material  issues  of  record  related 
to: 

(1)  Whether  the  handling  of  milk  in 
the  market  is  in  the  current  of  interstate 
commerce  or  directly  burdens,  obstructs 
or  affects  interstate  commerce  in  milk 
or  its  products; 

(2)  Whether  marketing  conditions 
Justify  the  issuance  of  a  marketing 
agreement  or  order; 

(3)  Extent  of  the  marketing  area; 

(4)  The  scope  of  regulation; 

(5)  The  classification  of  milk; 

(6)  Class  prices; 

(7)  Payments  to  producers; 

(8)  Administrative  provisions. 

Findings  and  conclusions.  Upon  the 

evidence  adduced  the  hearing  and  the 
record  thereof  it  is  hereby  found  and 
concluded  that: 

(1)  ' Character  of  commerce.  The 
handling  of  milk  in  the  Akron,  Ohio  mar¬ 
keting  area  is  in  the  current  of  interstate 
commerce  or  directly  burdens,  obstructs 
or  affects  interstate  commerce  in  milk 
and  milk  products. 

The  record  shows  that  handlers  in  this 
area  from  time  to  time  receive  milk  from 
out-of-state  sources. 

Although  Akron  producers  supply  milk 
primarily  for  fluid  use,  there  is  neces¬ 
sarily  some  reserve  for  variations  in  sales 
and  production,  and  accordingly,  some 
of  the  milk  goes  into  manufactured  prod¬ 
ucts,  and  as  such  competes  with  similar 
products  available  and  received  from 
out-of-state  sources.  Much  of  the  cot¬ 
tage  cheese  for  the  Akron  market  orig¬ 
inates  in  Detroit,  Michigan.  The  record 
shows  also  that  Akron  handlers  have 
received  supplies  of  supplementary  milk 


from  plants  which  manufacture  dairy 
products  which  move  in  or  burden  inter¬ 
state  commerce.  Milk  and  milk  prod¬ 
ucts  were  also  sold  by  an  Akron  handler 
to  the  Akron  Naval  Air  Station  and  some 
of  such  milk  was  used  outside  the  State 
of  Ohio. 

Record  evidence  also  shows  that  milk 
processed  in  the  proposed  marketing 
area  is  sold  in  the  Cleveland  and  Stark 
County  marketing  areas,  where  the  han¬ 
dling  of  milk  is  regulated  under  other 
orders  of  the  Secretary.  The  production 
areas  of  the  proposed  marketing  area 
overlap  the  production  areas  of  the 
Cleveland  and  Stark  County  markets, 
and  producers  shift  or  are  shifted  be¬ 
tween  the  Akron  market  and  these  other 
markets.  The  Cleveland  milkshed  in¬ 
cludes  plants  in  Indiana  and  Michigan. 
Milk  from  the  Stark  County  marketing 
area  is  sold  in  the  proposed  Akron  mar¬ 
keting  area. 

(2)  Marketing  conditions  in  relation 
to  purposes  of  regulation.  The  issuance 
of  an  order  to  regulate  the  handling  of 
milk  in  the  proposed  Akron,  Ohio  mar¬ 
keting  area  will  tend  to  effectuate  the 
declared  policy  of  the  Agricultural  Mar¬ 
keting  Agreement  Act. 

During  periods  prior  to  World  War  H 
and  thereafter  a  pooling  arrangement 
was  operated  in  this  market  by  some  of 
the  handlers  and  the  principal  produc¬ 
ers'  association.  This  pool  equalized 
returns  to  producers  of  participating 
handlers  on  the  basis  of  utilization. 
When  the  pooling  operation  was  resumed 
after  the  war,  in  September  1948,  seven 
handlers  participated  and  five  others  re¬ 
mained  outside  the  pool.  Among  the  dif¬ 
ficulties  which  caused  the  dissolution  of 
the  pool  was  failure  of  a  handler  to  re¬ 
port  receipts  from  other  sources  and  sales 
to  vendors.  A  representative  of  the  as¬ 
sociation  indicated  that  attempts  have 
been  made  to  reestablish  the  pool,  but 
these  efforts  have  been  unsuccessful  be¬ 
cause  not  all  handlers  are  willing  to  be 
in  it. 

The  association  complained  that  lack 
of  a  pooling  arrangement  has  caused  an 
uneven  distribution  of  the  effect  of  sur¬ 
plus  in  the  market,  with  a  preponderant 
part  of  responsibility  for  marketing  the 
surplus  falling  upon  the  association.  At 
the  time  of  the  hearing  in  February  the 
association  was  disposing  of  a  large  vol¬ 
ume  of  such  milk  to  a  cheese  plant. 

Until  December,  1953,  this  milk  was 
utilized  in  the  market  for  fluid  purposes. 
It  was  displaced  as  result  of  a  change  in 
business  arrangements  by  one  of  the 
handlers  and  prospects  are  that  it  will  be 
needed  for  fluid  purposes  during  any  sub¬ 
sequent  season  of  low  production.  At 
the  cheese  factory,  the  milk  brings  only 
a  manufacturing  rate  of  return.  The 
difference  between  the  manufacturing 
price  and  the  going  market  price  of  milk 
for  fluid  use  is  being  borne  only  by  the 
membership  of  the  association  with  the 
result  that  member  prices  are  reduced 
relative  to  nonmember  prices. 

Incomplete  information  on  receipts 
and  sales,  such  as  caused  the  dissolution 
of  the  pool,  has  become  a  factor  hinder¬ 
ing  producers  in  the  development  of  an 
orderly  method  of  marketing  their  milk 
since  cessation  of  the  pooling  operation. 
IThere  is  a  lack  of  a  reliable  and  accurate 


system  of  accounting  for  milk  receipts 
and  utilization.  Some  handlers  buying 
milk  from  the  Akron  Milk  Producers  re¬ 
port  summary  data  on  utilization  to  the 
association.  Since  such  reports  do  not 
give  the  detail  or  product  disposition, 
they  do  not  provide  a  basis  for  checking 
the  handlers’  accounting.  Since  reports 
are  not  made  by  all  handlers,  there  is  no 
assurance  that  producers  for  the  market 
receive  payment  for  the  use  value  of 
their  milk. 

Following  dis.solution  of  the  pool,  the 
bargaining  position  of  producers  has  de¬ 
teriorated,  inasmuch  Ps  lack  of  a  pooling 
operation  has  put  more  of  the  burden  of 
surplus  on  the  association.  Absence  of 
pooling  places  a  handler  at  a  disadvan¬ 
tage  if  he  carries  a  greater  proportion 
of  milk  as  a  reserve  than  his  competitors, 
and  accordingly,  each  handler  is  reluc¬ 
tant  to  receive  any  more  milk  than  a 
very  minimum  to  meet  his  needs.  Re¬ 
fusal  by  some  handlers  to  have  dealings 
with  the  tissociation  also  prevents  effec¬ 
tive  bargaining  and  development  of  an 
orderly  system  for  marketing  producer 
milk. 

Payment  to  producers  is  on  a  flat  price 
basis.  This  is  a  single  price  applied  to 
all  milk  received,  regardless  of  use.  In 
times  when  supplies  are  greater  than 
sales  in  fluid  form  hsuidlers  are  some¬ 
times  unwilling  to  accept  all  of  the  milk 
offered  for  sale  by  producers  because  the 
handlers  are  not  willing  to  pay  the  same 
price  for  additional  quantities  of  milk 
which  must  go  into  manufacturing  uses. 
Hiis  situation  results  in  dropping  of 
some  producers  during  the  flush  period, 
or  turning  milk  back  to  the  association. 

Although  handlers  are  reported  to  be 
paying  about  the  same  price  to  producers 
as  the  uniform  prices  in  neighboring 
markets  which  have  Federal  regulation 
of  producer  prices,  this  does  not  indicate 
Akron  handlers  are  paying  for  milk  on 
a  comparable  basis  with  these  other 
markets.  Data  in  the  record  indicate 
the  percentage  of  ultilization  in  fluid  use 
is  generally  higher  for  Akron  handlers 
than  in  the  Cleveland  market.  On  this 
basis,  the  Akron  handler  would  have  a 
lower  cost  of  milk  than  the  Cleveland 
handler  if  he  paid  only  the  Cleveland 
uniform  price.  However,  the  record  dis¬ 
closes  two  important  exceptions  to  the 
“rule”  that  the  Akron  blend  is  as  high 
as  the  blend  in  adjacent  Federal  order 
areas.  One  exception  is  that  Akron 
prices  were  below  the  blend  prices  which 
prevailed  under  the  Stark  County  order 
in  the  last  few  months  of  1953.  The 
second  exception  is  the  low  price  re¬ 
ceived  by  producers  for  the  milk  diverted 
to  a  cheese  factory  in  the  months  im¬ 
mediately  preceding  the  hearing.  A 
fully  effective  classified  price  plan  would 
assure  producers  of  the  full  value  of  their 
milk  in  accordance  with  its  use  by  han¬ 
dlers,  as  well  as  complete  information 
on  receipts,  utilization,  and  prices. 

A  system  of  check-testing  has  been 
established  by  the  Akron  Milk  Producers 
Association,  but  this  has  been  effective 
only  with  respect  to  cooperating  han¬ 
dlers.  The  association  is  not  able  to 
obtain  corrections  where  check  tests  in¬ 
dicate  variation  from  a  handler’s  re¬ 
ported  test.  The  program  in  the 
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inarket  for  checking  weights  is  not  ap¬ 
plicable  to  all  handlers  in  the  market. 

A  marketing  agreement  and  order  pro¬ 
gram  is  needed  to  establish  and  maintain 
desirable  and  orderly  marketing  condi¬ 
tions  in  the  Akron,  Ohio  Marketing  Area. 
An  order  will  establish  uniformity  among 
the  handlers  on  classification  and  pric¬ 
ing  of  milk;  provide  impartial  audit  and 
check-weighing  and  testing;  equalize 
payments  among  producers;  and  pro¬ 
vide  marketwide  information  on  receipts, 
sales  and  other  aspects  of  the  milk  mar¬ 
keting  problem. 

(3)  Marketing  area.  The  marketing 
area  in  which  the  handling  of  milk  would 
be  regulated  by  the  proposed  order  in¬ 
cludes  all  the  territory  within  the  bound¬ 
aries  of  Summit  County,  Ohio,  and 
within  the  boundaries  of  Franklin,  Ra¬ 
venna,  Brimfield  and  SufiBeld  Townships 
in  Portage  County,  Ohio,  except  those 
portions  of  the  defined  area  in  those  two 
counties  which  are  already  included  in 
the  Stark  County,  Ohio,  marketing  area, 
namely  sections  25,  26,  27,  34,  35,  and  36 
in  Greene  Township  of  Summit  County, 
and  lots  1,  2,  9,  10,  11,  12,  19,  20,  21,  22, 
29, 30, 31,  32, 39,  and  40  in  Suffield  Town¬ 
ship  in  Portage  Coimty. 

The  area  described  is  one  served  al¬ 
most  entirely  by  handlers  with  plants 
in  Akron  adjoining  Barbarton,  Ravenna, 
and  Cuyahoga  Falls.  Other  milk  distri¬ 
bution  within  this  area  may  include 
about  10  percent  of  the  retail  distribu¬ 
tion  of  one  other  handler  at  Orrville,  and 
includes  only  minor  parts  of  operations 
of  other  distributors.  Distribution 
routes  from  the  plants  at  Ravenna  and 
Cuyahoga  Falls  are  intermingled  with 
routes  out  of  plants  in  Akron  and  Bar¬ 
berton. 

Health  and  sanitation  requireirients 
for  the  above  described  area  are  gener¬ 
ally  similar  so  uniform  prices  may  be 
applied  to  all  milk  produced  for  the 
area.  Milk  received  at  handlers’  plants 
moves  freely  to  any  part  of  the  described 
area.  The  various  handlers  compete 
freely  with  each  other  throughout  the 
area,  purchasing  and  distributing  milk 
which  is  relatively  uniform  in  quality. 

It  is  clear  that  the  entire  area  de¬ 
scribed  above  is  affected  by  similar  mar¬ 
keting  conditions.  Findings  and  conclu¬ 
sions  with  respect  to  need  for  a  more 
orderly  marketing  system  apply  gener¬ 
ally  to  all  parts  of  the  area,  and  all 
parts  of  the  area  are  so  interrelated  as 
to  require  regulation  of  all  of  the  area 
if  effective  regulation  is  to  apply  in  any 
part. 

The  only  territory  proposed  in  the 
notice  of  hearing  which  is  not  included 
in  the  defined  marketing  area  (or  al¬ 
ready  included  in  the  Stark  County, 
Ohio,  Marketing  Area)  consists  of  Shar¬ 
on  and  Wadsworth  Townships  in  Medina 
County.  Medina  County  has  no  formal 
health  inspection  requirements  for  milk. 
It  follows  that  local  dairies  doing  busi¬ 
ness  solely  in  the  two  townships  in  Me¬ 
dina  County  would  not  be  required  to 
Purchase  from  producers  and  distribute 
inilk  of  comparable  standards  to  those 
e^orced  in  Summit  and  Portage  Conn¬ 
ies,  and  consequently  equal  pricing 
^ould  not  be  economically  feasible.  If, 
on  the  other  hand,  any  of  the  handlers 
distribute  milk  in  Medina  County 


also  distribute  a  significant  quantity  of 
milk  in  the  marketing  area,  they  will 
necessarily  have  met  the  inspection  re¬ 
quirements  and  will  be  fully  regulated 
by  the  order. 

A  handler  also  urged  extension  of  the 
marketing  area  into  parts  of  Portage 
and  Medina  Counties  not  covered  in  the 
notice  of  hearing.  It  is  not  possible  to 
make  any  conclusion  on  this  record  as 
to  areas  not  covered  by  the  notice  of 
hearing.  Also,  the  Secretary,  in  a  de¬ 
termination  issued  April  14,  1954  (19 
F.  R.  2233)  found  that  there  was  no  need 
to  reopen  the  record  of  the  hearing  to 
consider  such  extension  of  the  market¬ 
ing  area. 

It  is  concluded  that  the  above  de¬ 
scribed  area  is  a  practical  unit  for  the 
proposed  regulation  and  should  be 
adopted  as  the  marketing  area. 

(4)  Scope  of  regulation — (a)  Milk  to 
be  priced.  The  type  of  regulation  ef¬ 
fected  by  a  milk  order  is  essentially  a 
matter  of  establishing  minimum  prices  to 
dairy  farmers  who  produce  milk  for  the 
market.  The  scope  of  such  regulation 
may  be  made  specific  by  providing  ap¬ 
propriate  definitions  of  the  terms  “pro¬ 
ducer”,  “handler”,  and  “pool  plant”. 

The  primary  factor  in  determining 
which  dairy  farmers  are  producers  for 
the  market  is  the  plant  to  which  they  de¬ 
liver  their  milk.  Marketing  conditions 
described  in  the  record  indicate  that  the 
most  practical  method  of  order  regula¬ 
tion  would  be  to  establish  minimum 
prices  to  all  farmers  delivering  milk  to 
plants  from  which  milk  is  regularly  dis¬ 
tributed  in  the  marketing  area. 

Handlers  selling  milk  in  the  proposed 
Akron  marketing  area  receive  their  milk 
from  dairy  farmers  at  the  plants  where 
it  is  packaged  for  fluid  distribution. 
Virtually  all  the  plant  operators  who  dis¬ 
tribute  any  milk  in  the  area  have  the 
preponderant  part  of  their  distribution 
in  the  defined  marketing  area,  however 
the  record  does  contain  mention  of  a 
plant  operator  who  appears  to  have  only 
a  marginal  portion  of  his  total  sales  in 
the  defined  area.  The  order  should, 
therefore,  stipulate  a  level  of  within-the- 
area  operations  for  determining  whether 
this  plant  or  others  which  may  currently 
or  subsequently  distribute  milk  in  the 
marketing  area  are  to  be  fully  regulated. 

It  was  proposed  by  producers  at  the 
hearing  that  plants  distributing  10  per¬ 
cent  of  the  Class  I  milk  on  routes  wholly 
or  partly  in  the  marketing  area  should 
be  pool  plants.  This  definition  of  a  pool 
plant  contemplated  the  establishment  of 
a  marketwide  equalization  pool,  which  it 
is  concluded  elsewhere  in  this  decision 
should  be  adopted.  The  figure  of  10  per¬ 
cent  might  be  regarded  as  being  large 
enough  part  of  the  handler’s  business  to 
indicate  substantial  association  with  the 
market  and  that  the  handler’s  opera¬ 
tions  are  likely  to  affect  general  market¬ 
ing  conditions.  A  handler  witness 
suggested  that  a  lower  percentage  figure 
might  be  used.  This  method  of  defining 
a  pool  plant,  however,  does  not  measure 
the  impact  on  the  market  of  unregulated 
milk,  since  a  10  percent  distribution 
from  a  large  plant  might  represent  con¬ 
siderably  more  significant  competition 
than  a  20  percent  distribution  from  a 
small  plant.  Instead,  it  is  concluded 


that  all  plants  from  which  distribution 
of  Class  I  products  is  made  in  this  area 
should  be  included  in  the  pooling  ojiera- 
tion,  excepting  only  those  with  less  than 
300  “points”  of  Class  I  disposition  daily 
on  routes  extending  into  the  area.  (A 
“point”  is  one  quart  of  milk  or  a  half 
pint  of  cream). 

The  limit  of  300  “points”  per  day,  or 
600  “points”  on  every-other-day  deliv¬ 
ery  is  designed  to  represent  a  normal 
sized  retail  route  or  small  to  medium 
combination  retail  and  wholesale  route. 
Such  volume  is  not  considered  a  signifi¬ 
cant  factor  in  this  market  and  it  is, 
therefore,  not  necessary  that  such  a 
handler  be  subject  to  the  entire  report¬ 
ing  and  payment  provisions  of  the  order. 

Accordingly,  “pool  plant”  should  be 
defined  as  a  plant  at  which  milk  received 
from  dairy  farmers  is  packaged  for  dis¬ 
tribution  as  Class  I  milk  and  from  which 
milk  is  distributed  as  Class  I  milk  on  a 
route  (s)  wholly  or  partially  within  the 
marketing  area,  except  plants  exempted 
because  they  have  distribution  of  less 
than  300  “points”  on  such  routes. 

The  term  “route”  is  used  in  the  defini¬ 
tion  of  pool  plant  to  cover  a  number  of 
types  of  distributing  operations  in  which 
handlers  may  engage  in  the  proposed 
marketing  area.  “Route”  should  be  de¬ 
fined  as  a  sale  or  delivery  (including  a 
sale  from  a  plant  or  a  store)  of  Class  I 
milk  to  a  wholesale  or  retail  stop(s). 
Such  definition  would  include  as  route 
distribution  a  sale  to  or  through  a 
vendor. 

The  term  “producer”  should  be  defined 
to  mean  any  person,  other  than  a  pro¬ 
ducer-handler,  who  produces  milk  which 
has  the  approval  of  the  health  authori¬ 
ties  of  any  conununity  in  the  market¬ 
ing  area  for  consumption  as  fluid  milk  in 
such  community  and  is  received  at  a  pool 
plant.  The  definition  should  include  a 
producer  whose  milk  is  temporarily  di¬ 
verted  to  a  nonpool  plant  by  the  handler 
for  his  account.  Such  a  provision  will 
serve  to  maintain  the  status  of  producer 
for  a  dairy  farmer  whose  milk  temporar¬ 
ily  is  not  needed  by  the  handler  and 
would  facilitate  interplant  movements  of 
milk  for  the  purpose  of  adjusting  to 
short-term  variations  in  supply  and  re¬ 
quirements.  In  order  that  milk  which  is 
diverted  would  continue  to  be  included  in 
the  regular  pool  computations,  it  would 
be  treated  as  if  it  were  received  at  a  pool 
plant. 

There  are  sanitation  requirements  ap¬ 
plied  by  local  governments  within  the 
area  with  respect  to  approval  of  the 
farms  from  which  milk  for  fluid  con¬ 
sumption  may  be  supplied,  and  accord¬ 
ingly,  such  a  qualification  should  be  a 
part  of  the  producer  definition.  The 
order  provisions  would  be  uneconomic  if 
they  had  the  result  that  dairy  farmers 
who  have  met  the  health  standards  for 
the  market  shared  the  returns  on  fluid 
sales  with  farmers  who  have  not  met 
such  qualifications. 

“Handler”  should  be  defined  as  any 
person  ( 1)  in  his  capacity  as  tb  i  operator 
of  a  plant  where  milk  is  professed  and 
packaged  for  distribution  on  a  route  (s) 
in  the  marketing  area,  and  (2)  any  co¬ 
operative  association  with  respect  to  the 
milk  of  any  producer  which  such  coop¬ 
erative  association  causes  to  be  diverted 
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from  producers’  farms  to  a  nonpool 
plant  for  the  account  of  such  cooperative 
association. 

The  handler  is  the  person  who  receives 
milk  from  producers  and  who  is  respon¬ 
sible  for  reporting  receipts  and  utiliza¬ 
tion  of  milk  and  payment  therefor,  with 
certain  exceptions  noted  below.  A  co¬ 
operative  association  which  markets  the 
milk  of  its  producer  members  may  for 
short  periods  of  time  need  to  divert  pro¬ 
ducers’  milk  from  pool  plants  to  nonpool 
plants.  If  the  association  is  defined  as 
a  handler  for  such  milk,  even  though  it 
has  no  plant,  the  producers  whose  milk 
is  so  diverted  will  continue  to  receive  the 
uniform  price  under  the  order  and  their 
milk  will  be  available  for  fluid  use  when 
needed  in  the  fall  months  or  at  other 
times. 

The  term  “producer-handler”  would 
apply  to  a  person  who  produces  milk  and 
operates  a  plant  from  which  a  route  (s) 
is  operated  wholly  or  partly  in  the  mar¬ 
keting  area,  but  receives  no  milk  from 
producers.  The  order  is  not  intended  to 
establish  minimum  prices  for  such  op¬ 
erators,  but  they  should  be  required  to 
make  reports  to  the  market  administra¬ 
tor,  since  such  reports  are  necessary  to 
make  a  determination  as  to  whether  the 
operator  is  a  producer-handler,  and  such 
reports  facilitate  accounting  with  respect 
to  transfers  of  milk  from  other  handlers. 

A  further  exception  from  the  minimum 
price  regulation  is  the  handler  whose 
plant  is  a  nonpool  plant  because  his  dis¬ 
tribution  in  the  area  is  less  than  300 
points.  Such  handlers  should  also  be  re¬ 
quired  to  report  for  reasons  similar  to 
those  for  producer  handlers. 

(b)  Provisions  relating  to  "other  source 
milk".  The  attached  order  provides 
(S  960.5)  for  the  designation  of  “pool” 
plants.  The  purpose  of  this  designation 
is  to  indicate  the  sources  of  milk  which 
are  fully  regulated  imder  the  order. 
Sections  960.46,  960.47,  and  960.72  (b) 
provide  for  the  integration  into  the  reg¬ 
ulatory  plan  of  milk  other  than  that 
which  is  fully  regulated  (i.  e.  “other 
source”  milk) .  The  former  sections  pro¬ 
vide  for  the  allocation,  in  the  classifica¬ 
tion  system,  of  other  source  milk  while 
the  latter  section  provides  for  certain 
payments  to  be  made  into  the  producer- 
settlement  fund  on  other  source  milk 
which  is  in  excess  of  that  allocated  to 
Class  II  milk. 

Any  milk  sold  in  the  marketing  area 
must,  of  course,  conform  to  the  sanitary 
requirements  imposed  by  the  local  health 
authorities.  However,  handlers  may 
meet  these  requirements  without  becom¬ 
ing  regular  and  dependable  sources  of 
supply  for  the  market  since  their  milk 
may  have  been  obtained  as  a  supple¬ 
mental  supply  during  temporary  periods 
of  emergency  or  their  sales  may  be  an 
extremely  small  portion  of  a  primary 
distribution  in  some  other  area.  Clearly, 
it  is  not  possible  to  identify  the  regu¬ 
lar  and  normal  supply  for  the  Akron 
area  solely  on  the  basis  of  sanitation 
requirements. 

Neither  is  the  shipment  of  milk  to  the 
marketing  area  for  Clcuss  I  utilization  a 
practical  basis  for  identifying  the  milk 
which  should  be  fully  regxilated  under 
the  order.  If  any  small,  incidental,  or 
accidental  shipment  of  milk  into  the 
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marketing  area  were  to  bring  all  of  the 
milk  at  the  plant  from  whence  such  ship¬ 
ment  was  made  under  total  regulation, 
great  hardship  could  be  caused  to  the 
operator  of  such  plant  and  to  the  farmers 
delivering  milk  to  such  an  operator. 
Small  quantities  of  milk  are,  in  fact,  dis¬ 
posed  of  in  the  regulated  marketing  area 
as  Class  I  from  plants  which  are  not 
normal  or  regular  sources  of  supply  for 
the  marketing  area,  particularly  in  the 
Fall  season,  when  supplies  are  seasonally 
lowest.  Moreover,  the  operators  of  the 
plants  from  which  such  shipments  arise 
may  not  wish  to  bring  their  plants  under 
total  regulation.  There  are  many  situ¬ 
ations  in  which  plant  operators  may  find 
it  economical  or  desirable  to  make  ship¬ 
ments  of  small  quantities  of  milk  to  the 
marketing  area  and  with  respect  to 
which  it  is  neither  necessary  nor  desir¬ 
able  in  terms  of  effective  regulation  to 
bring  the  operators  of  such  plants  fully 
under  the  regulation.  For  instance,  a 
plant  which  is  associated  with  a  market 
outside  of  the  Akron  area  may  find  it 
advantageous  to  ship  milk  to  a  plant 
regulated  by  the  order  in  order  to  have 
such  milk  converted  into  manufactured 
dairy  products.  It  is  quite  possible,  how¬ 
ever,  through  misunderstanding,  or  from 
errors  of  estimating  the  utilization  of 
milk,  for  milk  which  was  intended  for 
utilization  in  Class  II  products  to  be  as¬ 
signed  a  Class  I  classification.  If  through 
such  accident  or  misunderstanding  a 
plant  were  placed  completely  under  reg¬ 
ulation.  considerable  hardship,  unneces¬ 
sary  to  effective  regulation,  might  result. 
For  this  reason,  it  is  not  practical  nor 
desirable  to  place  a  plant  totally  under 
regulation  merely  because  a  small  quan¬ 
tity  of  milk  shipped  by  it  to  the  market 
finds  its  way  into  a  Class  I  utilization. 

The  attached  order  provides  for  a  mar¬ 
ketwide  pool.  Under  this  pooling  plan, 
handlers  whose  proportion  of  utilization 
in  Class  I  is  greater  than  the  market 
as  a  whole  make  payments  into  an  equal¬ 
ization  fund  and  these  handlers  whose 
proportion  of  utilization  in  Class  I  is 
less  than  the  average  for  the  market  re¬ 
ceive  payments  out  of  the  equalization 
fund.  This  method  of  payments  into 
and  out  of  the  equalization  fund  is  the 
essential  mechanism  for  providing  uni¬ 
formity  of  payments  to  farmers  irrespec¬ 
tive  of  the  handler  to  whom  they  deliver 
their  milk  and  provision  for  equalized 
payments  to  farmers  is  necessary  to  the 
maintenance  of  stable  and  orderly  mar¬ 
keting  conditions  in  the  Akron  area. 

Because  handlers  with  less  than  the 
market  average  proportion  of  milk  in 
Class  I  may  draw  payments  out  of  the 
producer-settlement,  or  equalization 
fund,  there  is  an  advantage  to  any  plant 
operator  who  has  less  than  the  mar¬ 
ketwide  average  proportion  of  milk  in 
Class  I  to  place  himself  under  regulation 
in  order  to  obtain  these  payments  and, 
thereby,  make  it  possible  for  him  to  pay 
the  uniform  price  established  under  the 
order  to  his  producers.  The  smaller  the 
plant  operator’s  proportion  in  Class  I,  the 
greater  is  the  advantage  of  regulation  to 
him.  Under  these  circumstances,  plants 
which  are  engaged  primarily  in  the  man¬ 
ufacture  of  milk  into  dairy  products 
rather  than  as  suppliers  of  Class  I  milk 


to  the  marketing  are*  will  attempt  to  , 
place  their  plants  un  it  regulation  for  [ 
the  sole  purpose  of  obtaining  payments 
out  of  the  equalization  fund.  The  re¬ 
sult  of  this,  however,  will  be  to  reduce 
the  returns  to  those  farmers  whose  milk 
actually  constitutes  tl  e  regular  source 
of  supply  of  Class  I  milk  for  the  mar¬ 
keting  area. 

It  is  necessary  for  the  reasons  stated, 
therefore,  that  that  milk  which  in  fact 
constitutes  the  regular  and  normal 
sources  of  supply  for  the  marketing  area 
be  distinguished  from  other  milk  which 
might  enter  the  marketing  area.  The 
pool  plant  definition  of  the  order  is  de¬ 
signed  to  identify  the  regular  and  normal 
sources  of  supply  for  the  Akron  market¬ 
ing  area.  This  section  provides  that 
regulated  pool  plants  are  those  from 
which  a  significant  quantity  of  milk 
(over  300  points  per  day)  is  disposed  of 
in  the  marketing  area  as  Class  I.  Any 
plant,  no  matter  where  located,  may 
bring  itself  under  regulation  by  per¬ 
forming  in  the  manner  required,  and  any 
plant  may  relieve  itself  of  regulation 
when  it  no  longer  operates  in  a  way  that 
brings  It  within  the  scope  of  the  order. 
Under  these  circumstances,  the  decision 
as  to  whether  a  plant  will  be  fully  regu¬ 
lated  under  the  order  or  will  not  be  sub¬ 
ject  to  regulation  is  determined  by  the 
decision  of  the  plant  operator  himself. 

Since  the  order  provides  for  the  iden¬ 
tification  of  that  milk  which  is  subject 
to  total  regulation  under  the  order,  the 
possibility  remains  that  some  milk  (i.  e. 
other  source  milk)  will  be  disposed  of  in 
the  marketing  area  as  Class  I  w  hich  is 
.  not  subject  to  total  regulation.  In  fact 
’  it  was  testified  that  some  quantities  of 
other  source  milk  have  been  disposed  of 
-in  each  month  as  Class  I  milk  in  the  mar¬ 
keting  area  either  by  delivery  to  a  plant 
which  would  be  a  pool  plant  under  the 
order,  or  by  sale  by  the  outside  plant 
operator  directly  to  stores  or  to  other 
consumption  outlets  such  as  hotels,  res¬ 
taurants,  or  homes. 

The  attached  order  provides  that 
whenever  total  receipts  from  producers 
are  more  than  110  percent  of  the  total 
Class  I  sales  from  pool  plants  a  payment 
shall  be  made  into  the  equalization  fund 
on  all  other  source  milk  classified  as 
Class  I  at  a  rate  equal  to  the  difference 
between  the  Class  I  price  and  the  Class 
II  price.  Payments  at  this  rate  are 
necessary  to  maintain  the  integrity  of 
the  pricing  and  pooling  provisions  of  the 
order. 

It  appears  from  the  record  that  essen¬ 
tially  all  of  the  other  source  milk  utilized 
for  CJlass  I  purposes  in  the  marketing  area 
has  been  of  Grade  A  quality  and,  there¬ 
fore,  similar  in  quality  to  that  regularly 
disposed  of  in  the  marketing  area  for 
Class  I.  It  was  produced  as  part  of  a 
supply  intended  primarily  to  meet  the 
demand  for  milk  for  fluid  consumption 
(or  the  equivalent  of  Class  I  milk  uses 
under  the  order)  in  some  area  other  than 
the  area  specified  to  be  regulated  by  this 
order  but  it  was  not  used  for  such  pur¬ 
poses  in  the  area  for  which  it  was  pro¬ 
duced.  It  was,  instead,  milk  which 
became  surplus  to  the  needs  for  milk  for 
fluid  disposition  in  the  area  for  which  it 
was  produced.  If  the  plant  operator  had 
not  found  a  sale  for  such  milk  within  the 
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Akron  marketirj  area.  It  would  have 
been  necessary  ir  him  to  convert  the 
milk  into  a  manutactured  milk  product. 
The  most  likely  <j5urplus  disposition  of 
this  other  source  milk  would  have  been 
to  plants  engaged  in  processing  milk  into 
such  manufactured  dairy  products  as 
butter,  cheese,  ice  cream,  or  nonfat  dry 
milk  solids. 

Its  value,  therefore,  to  the  plant  oper¬ 
ator  was  a  surplus  milk  value.  The 
Class  II  price  for  milk  under  the  attached 
order  is  based  on  the  value  of  milk  when 
it  is  converted  into  butter  and  nonfat 
dry  milk  solids  or  the  prices  paid  for  milk 
at  a  group  of  midwestern  condenseries, 
and  this  is  the  price  which  regulated 
handlers  are  required  to  pay  for  milk 
when  they  convert  it  into  manufactured 
products.  The  Class  II  price,  therefore, 
represents  an  accurate  and  fair  represen¬ 
tation  of  the  value  to  the  receiving  plant 
operator  of  surplus  milk  which  is  dis¬ 
posed  of  as  other  source  milk  for  Class  I 
purposes  in  the  marketing  area. 

If  unregulated  plant  operators  were  al¬ 
lowed  to  dispose  of  surplus  milk  for  Class 
I  purposes  in  the  regulated  marketing 
area  without  some  compensating,  or  neu¬ 
tralizing,  provision  in  the  order,  it  is 
clear  that  the  disposition  of  such  milk, 
because  of  its  price  advantage  relative  to 
fully  regulated  milk,  would  displace  the 
fully  regulated  milk  in  Class  I  uses  in 
the  marketing  area.  The  plan  of  Con¬ 
gress,  as  contemplated  under  the  Agri¬ 
cultural  Marketing  Agreement  Act  of 
1937,  of  returning  minimum  uniform 
prices  to  the  producers  for  the  regulated 
marketing  area,  would  be  defeated. 
Moreover,  inefiBciencies  in  the  marketing 
of  milk  would  be  encouraged,  for  the  reg¬ 
ulated  market  would  obtain  its  Class  I 
milk  not  from  the  regular  and  normal 
sources  of  supply  for  the  market  but 
from  other  sources  of  supply  generated 
solely  as  a  result  of  the  price  advantage 
created  for  unregulated  milk  by  the  reg¬ 
ulation  itself.  Providing  for  some  meth¬ 
od  of  compensating  for,  or  neutralizing 
the  effect  of,  the  advantage  created  for 
unregulated  milk  therefore  is  an  essen¬ 
tial  and  necessary  provision  of  this  order. 
Since  the  value  for  Class  I  milk  in  a  reg¬ 
ulated  market  is  established  at  the  level 
of  the  Class  I  price  provided  for  in  the 
order  and  since  the  true  value  of  other 
source  milk  when  disposed  of  in  the  mar¬ 
keting  area  is  the  Class  II  value,  a  pay¬ 
ment  computed  as  the  difference  between 
the  Class  I  price  and  the  Class  n  price 
will  remove  the  advantage  which  other 
source  milk  would  have  when  disposed  of 
for  Class  I  purposes  in  the  marketing 
area. 

A  possible  alternative  method  of  de¬ 
termining  the  rate  of  the  compensatory 
payments  was  mentioned  at  the  hearing. 
Such  rate  would  be  equal  to  the  differ¬ 
ence  between  the  Class  I  price  and  the 
price  actually  paid  by  a  handler  for  other 
source  milk  of  Grade  A  quality.  Under 
the  circumstances  which  prevail  in  the 
Akron  marketing  area,  a  handler  nor¬ 
mally  would  come  into  possession  of  this 
type  of  other  source  milk  by  purchasing 
it  from  an  unregulated  milk  plant.  The 
milk  which  such  a  handler  receives  under 
these  circumstances  is  at  a  different  stage 
in  the  marketing  process  than  is  the  milk 


which  would  be  priced  under  an  order. 
Order  prices  apply  to  milk  as  received  at 
the  first  plant  from  individual  farmers. 
The  price  paid  by  a  handler  for  other 
source  milk  applies  to  milk  which  has 
already  been  received  at  the  first  plant, 
weighed,  tested,  cooled  and  placed  in  a 
transportation  conveyance.  Obviously, 
the  handler  generally  will  pay  more  for 
other  source  milk  under  this  condition 
than  he  would  for  milk  received  directly 
from  farmers,  for  the  plant  operator  who 
first  receives  the  milk  from  farmers  must 
necessarily  obtain  a  markup  if  he  is  to  be 
recompensed  for  the  services  which  he 
has  performed  on  the  milk.  In  some  sit¬ 
uations,  the  purchase  of  other  source 
milk  might  be  made  from  a  plant  oper¬ 
ated  by  the  same  company  as  the  regu¬ 
lated  plant.  Thus,  the  transaction 
would  be  primarily  a  matter  of  book¬ 
keeping  within  the  same  company  and  it 
would  be  advantageous  to  the  company 
if  the  price  for  the  milk  were  to  be  stated 
as  the  Class  I  price.  For  by  this  means, 
all  compensatory  payments  into  the 
equalization  fund  would  be  avoided. 
Even  between  plants  controlled  by  differ¬ 
ent  companies,  the  advantage  of  showing 
that  the  price  at  which  the  milk  was  ex¬ 
changed  was  at  least  as  high  as  the  Class 
I  price  would  give  great  impetus  to  the 
effectuation  of  paper  transactions  show¬ 
ing  a  price  at  least  equal  to  the  Class  I 
price  while  undisclosed  payments  were 
made  in  order  to  avoid  the  imposition  of 
the  compensatory  payments  into  the 
equalization  fund.  Under  these  circum¬ 
stances,  it  is  impractical  from  an  admin¬ 
istrative  standpoint  to  provide  for  a 
payment  the  actual  amount  of  which  is 
within  the  control  of  parties  to  the  trans¬ 
action.  It  is  essential  instead  that  the 
payment  be  computed  on  an  objective 
basis  and  that  it  be  equal  for  all  handlers 
for  similar  transactions.  The  proposed 
method  of  computing  the  payments  con¬ 
forms  with  these  requirements  but  this 
alternative  method  fails  to  do  so. 

Another  possible  rate  of  payment 
would  be  based  on  the  difference  between 
the  price  paid  by  the  first  receiver  to 
farmers  and  the  Class  I  price.  It  is  ap¬ 
parent,  however,  that  this  method  would 
be  impractical  also.  The  payment  plans 
which  are  used  by  unregulated  operators 
Include  such  varying  practices  as  paying 
uniform  prices  on  a  straight  utilization 
basis,  paying  on  a  base  and  excess  plan, 
paying  irregular  and  nonuniform  premi¬ 
ums,  absorbing  transportation  charges, 
and  paying  on  a  variety  of  butterfat 
and  location  differentials.  This  wide 
variety  of  payment  plans  would  render 
impossible  an  accurate  ascertainment  of 
the  actual  prices  paid  to  farmers  by  the 
first  receiver.  But  what  is  equally  as 
important,  as  shown  above,  is  that  the 
price  actually  paid  to  farmers  does  not 
determine  the  true  value  of  other  source 
milk  disposed  of  in  the  marketing  area. 
The  true  value  for  such  milk,  irrespec¬ 
tive  of  the  price  paid  for  it  to  farmers, 
is  the  Class  II  value  because  other  source 
milk  disposed  of  in  a  marketing  area  is 
in  fact  the  surplus  of  milk  produced 
primarily  for  sale  in  an  area  outside  of 
the  regulated  marketing  area.  Hence, 
although  other  suggestions  for  com¬ 
puting  the  rate  of  the  compensatory 


charge  have  administrative  and  other 
difficulties  inherent  in  them,  in  the  final 
analysis  even  if  they  were  administra¬ 
tively  feasible,  they  would  not  be  fully 
effective  in  removing  the  advantage 
which  attaches  to  other  source  milk 
when  it  is  used  as  Class  I  milk  in  the 
regulated  marketing  area.  Only  the 
differential  between  the  Class  I  price  and 
the  Class  II  price  accurately  reflects 
this  advantage  and  consequently  only 
this  rate  will  be  fully  effective  in  deal¬ 
ing  with  the  problem  of  integrating 
other  source  milk  (when  used  as  Class 
I)  into  the  regulatory  plan. 

Producers  proposed  that  pool  plants 
purchasing  supplemental  other  source 
milk  be  exempted  from  compensatory 
payments  whenever  they  could  show  to 
the  satisfaction  of  the  market  adminis¬ 
trator  that  producer  milk  was  not  avail¬ 
able  either  directly  or  from  other 
handlers,  at  the  Class  I  price. 

There  is  obvious  merit  to  the  pro¬ 
posal  that  compensatory  payments  not 
apply  whenever  the  market  as  a  whole 
is  short  of  producer  milk.  At  times 
when  total  supplies  have  been  short  in 
the  Akron  area,  it  was  testified  that  sup¬ 
plies  available  from  other  areas  have  also 
been  so  limited  and  that  in  such  periods 
other  source  milk  commonly  coste  more 
than  the  local  supplies. 

However,  there  are  several  advantages 
to  measuring  the  adequacy  of  supply  by 
comparing  total  receipts  from  pro¬ 
ducers  with  the  total  Class  I  utilization 
of  pool  plant  handlers,  instead  of  on  a 
definition  of  “availability”.  In  Akron 
there  appears  to  be  some  allocation  of 
milk  between  these  handlers  who  pur¬ 
chase  their  milk  from  the  cooperative 
association.  Among  these  handlers 
routes  could  be  diverted  at  the  Class  I 
price  without  involving  inter-handler 
transfer  costs.  However,  other  han¬ 
dlers  who  have  built  up  their  own  sources 
of  supply  and  equipped  their  plants  to 
utilize  any  seasonal  surpluses  might  be 
reluctant  to  exchange  milk. 

These  problems  can  be  avoided  by  es¬ 
tablishing  a  ratio  of  producer  receipts 
to  Class  I  sales  from  pool  plants  which 
will,  in  effect,  measure  availability  but 
on  a  thoroughly  objective  basis.  There 
are  no  data  for  the  entire  market,  but  it 
appears  from  the  records  furnished  by 
those  handlers  who  report  to  the  associa¬ 
tion  and  from  general  testimony  that  the 
market  can  be  considered  short  of  pro¬ 
ducer  milk  whenever  receipts  are  less 
than  110  percent  of  gross  Class  I  sales. 
These  partial  data  indicate  that  com¬ 
pensatory  payments  would  not  have  ap¬ 
plied  on  other  source  milk  purchased  by 
handlers  during  January,  September, 
October,  November,  or  December,  1953 
because  producer  milk  was  less  than  110 
percent  of  Class  I  use  in  those  months. 

The  percentage  standard  is  similar  to 
the  availability  proposal  in  that  it  is 
based  on  marketwide  data.  No  handler 
can  obtain  other  source  milk  without  an 
equalizing  payment  merely  by  buying 
short  from  his  own  producers.  He  must 
either  take  on  sufBcient  supplies  for  his 
own  use  or  depend  upon  other  handlers 
who  have  supplies  in  excess  of  their 
own  Class  I  needs. 
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If  it  should  develop  that  surplus  milk 
from  other  areas  is  made  available  to 
Akron  even  at  times  of  short  supply,  a 
reconsideration  of  the  non-application  of 
compensatory  payments  would  be  in 
order. 

No  compensatory  pajrments  should  be 
required  on  milk  classified  and  priced 
under  another  Federal  order.  The  close 
relationships  between  the  Cleveland, 
Akron,  and  Stark  County  markets  has 
already  been  described  and  a  modifica¬ 
tion  of  the  proposed  allocation  provision 
has  also  been  described.  Since  the  Class 
I  prices  in  Akron  and  Stark  County  have 
been  specifically  aligned  with  those 
under  the  Cleveland  order  there  is  no 
prospect  of  handlers  in  any  one  of  the 
three  markets  achieving  a  competitive 
advantage. 

All  funds  collected  from  other  source 
milk  should  be  added  to  the  producer- 
settlement  fund.  Since  the  compensa¬ 
tion  payments  apply  only  when  there  are 
adequate  supplies  of  producer  milk  in 
the  market,  the  payments  will  compen¬ 
sate  producers  for  the  loss  of  income 
represented  by  the  Class  I  sales  of  other 
source  milk. 

The  regulated  handler  should  be  obli¬ 
gated  to  make  the  compensatory  pay¬ 
ments.  There  will  be  no  difference  in 
actual  price  paid  for  milk  whether  the 
payment  is  made  by  the  regulated  han¬ 
dler  or  by  the  operator  of  the  imregu- 
lated  plant  from  which  the  other  source 
milk  is  obtained.  However,  the  regulated 
handler  makes  the  actual  distribution  of 
milk  and  reports  its  utilization  to  the 
market  administrator,  therefore  from  an 
administrative  viewpoint  he  is  the  logical 
one  to  make  the  payment. 

(5)  Classification  of  milk.  All  milk 
and  milk  products  received  by  a  handler 
should  be  classified  on  the  basis  of  the 
form  in  which  or  the  purpose  for  which 
It  is  used  as  either  Class  I  milk  or  Class 
II  milk.  Since  skim  milk  and  butterfat 
are  not  used  in  the  same  prop>ortions  in 
most  products  as  they  appear  in  milk  or 
milk  products  received  by  a  handler, 
skim  milk  and  butterfat  should  be  clas¬ 
sified  separately  according  to  their  sep¬ 
arate  uses.  For  milk  products  received 
or  disposed  of  by  a  handler  which  can¬ 
not  be  accurately  tested  for  skim  milk 
and  butterfat  content  and  for  condensed 
products  from  which  water  has  been  re¬ 
moved,  the  amount  of  skim  milk  and 
butterfat  which  was  actually  used  to 
produce  such  products  (or,  if  such  in¬ 
formation  is  not  available,  standard 
factors  of  skim  milk  and  butterfat  used 
to  produce  such  products)  should  be  em¬ 
ployed  to  determine  the  receipts  or  dis¬ 
position  of  skim  milk  and  butterfat  in 
such  products. 

(a)  Classes.  CHass  I  utilization  should 
be  all  skim  milk  (including  the  skim  milk 
equivalent  of  concentrated  products) 
and  butterfat  (1)  disposed  of  for  con¬ 
sumption  in  fluid  form  as  milk,  skim 
milk,  buttermilk,  flavored  milk,  flavored 
milk  drinks,  concentrated  milk  for  fluid 
consumption  not  in  hermetically  sealed 
cans,  cream,  including  sour  cream  or  any 
mixture  of  cream  and  milk  or  skim  milk, 
or  (2)  not  accounted  for  as  Class  II 
utilization. 


All  of  the  enumerated  forms  of  fluid 
milk  are  required  by  the  Akron  health 
department,  and  by  the  other  health  au¬ 
thorities  having  jurisdiction  in  the  de¬ 
fined  marketing  area,  to  be  made  from 
milk  produced  on  farms  having  permits 
for  fluid  use.  The  plants  at  which  such 
milk  is  received  from  producers,  proc¬ 
essed,  and  bottled,  must  also  meet  pre¬ 
scribed  standards,  and  be  covered  by 
permits.  The  sanitary  standards  appli¬ 
cable  to  the  farms  and  plants  are  sub¬ 
stantially  equal  throughout  the  area  and 
the  prices  applicable  to  Class  I  milk  sold 
anywhere  in  the  area  should,  therefore, 
be  equal. 

Concentrated  milk  has  not  yet  been 
distributed  in  the  marketing  area,  but  it 
has  been  distributed  in  certain  Ohio 
cities.  Proper  classification  of  this 
product  at  this  time  will  prevent  any 
problems  concerning  its  classification  if 
at  some  future  date  a  handler  decides 
to  start  distributing  it.  Concentrated 
milk  must  be  made  from  milk  of  similar 
quality  to  milk  used  in  other  products  for 
fluid  consumption  which  would  be  classi¬ 
fied  in  Class  I.  Products  commonly 
known  8is  evaporated  milk  or  condensed 
milk  and  which  are  either  packed  in 
hermetically  sealed  cans  or  are  used  in 
the  manufacture  of  other  milk  products 
should  not  be  considered  as  concentrated 
milk  and  should  not  be  classified  in  Class 
I  unless  they  are  used  in  the  manufac¬ 
ture  of  milk  products  which  are  in 
Cflass  I. 

It  is  an  Increasingly  common  practice 
to  raise  the  nonfat  solids  content  of  skim 
milk,  buttermilk,  and  flavored  milk 
drinks.  Apparently  this  is  most  com¬ 
monly  accomplished  in  the  Akron  area 
through  the  addition  of  condensed  skim 
milk  made  from  producer  milk  or  milk 
from  other  health-approved  sources. 
The  skim  milk  equivalent  of  these  con¬ 
centrated  fluid  items,  whether  obtained 
by  adding  solids  or  by  partial  condensa¬ 
tion,  should  be  in  Class  I. 

All  milk,  skim  milk,  and  cream  which 
Is  received  and  for  which  the  handler 
cannot  establish  utilization  should  be 
classified  as  Class  I  milk  except  for  al¬ 
lowable  shi'inkage  in  Class  II.  Any 
other  classification  of  such  milk,  skim 
milk,  or  cream  could  result  in  (1)  some 
advantage  to  handlers  who  fail  to  keep 
adequate  records  of  utilization,  (2)  lack 
of  equality  among  handlers.in  the  prices 
they  pay  for  milk  for  the  same  use,  and 
(3)  failure  of  producers  to  receive  full 
value  of  their  milk  on  the  basis  of  its 
use.  A  handler  can  avoid  classification 
on  this  basis  by  maintaining  complete 
records  of  utilization. 

All  skim  milk  and  butterfat  used  to 
produce  products  other  than  the  enu¬ 
merated  forms  of  Class  I  fluid  milk 
should  be  Class  II.  The  more  common 
Class  II  dairy  products  manufactured  by 
Akron  handlers  include  cottage  cheese, 
eggnog,  yoghurt,  aerated  cream,  ice 
cream  and  other  frozen  desserts  or 
mixes,  butter,  cheese,  condensed  milk, 
and  nonfat  dry  milk  solids. 

Some  of  the  cream  obtained  from  pro¬ 
ducer  milk  during  the  flush  months  is 
frozen  and  used  during  the  short 
months,  primarily  in  ice  cream.  Such 
cream  should  be  accounted  for  as  Class 


n  when  frozen  and  stored.  If  any  of  it  I 
is  subsequently  used  for  Class  I  purposes,  | 
it  will  be  subject  to  reclassification  at 
that  time.  ■ 

Route  returns  and  other  milk  disposed  i 
of  for  livestock  feeding  should  be  Class  | 
II,  provided  that  verifiable  evidence  of 
such  disposal  is  available.  Also,  any  i 
skim  milk  which  may  need  to  be  dumped  I 
should  be  in  Class  II.  However,  this  can  f 
be  verified  only  by  witnessing  the  action, 
since  no  independently  verifiable  record  | 
is  available  for  audit  purpose.  Accord-  * 
ingly,  the  handler  is  required  to  give  ad-  j 
vance  notice  to  the  market  administrator 
in  order  that  he  can  have  opportunity  ) 
to  have  the  dumping  witnessed.  * 

Shrinkage  at  a  plant  should  be  deter-  i 
mined  by  subtracting  from  the  total  re-  I 
ceipts  of  skim  milk  and  butterfat  at  such  1 
plant  the  total  disposition  of  skim  milk  ‘ 
and  butterfat,  respectively,  from  such 
plant.  If  the  receipts  at  the  plant  in¬ 
clude  both  producer  milk  and  other 
source  milk,  the  total  shrinkage  should 
be  prorated  between  producer  milk  and 
other  source  milk.  None  of  the  shrink¬ 
age  should  be  assigned  to  milk  received 
from  another  pool  plant  because  the 
shrinkage  on  such  milk  should  be  allowed 
to  the  handler  operating  such  other  pool 
plant.  Shrinkage  on  milk  diverted  from  ! 
farms  to  a  pool  plant  other  than  the 
plant  to  which  such  milk  is  usually  deliv¬ 
ered  should  be  allowed  at  the  plant  at 
which  it  is  actually  first  received.  No 
shrinkage  should  be  allowed  on  milk  di¬ 
verted  from  a  pool  plant  to  a  nonpool 
plant. 

A  plant  which  is  operated  in  a  reason¬ 
ably  efficient  manner  and  for  which 
complete  and  accurate  records  of  re¬ 
ceipts  and  utilization  are  maintained 
should  have  a  total  shrinkage  of  well  un¬ 
der  two  percent  of  its  total  receipts.  It 
is  concluded  that  any  shrinkage  assigned 
to  producer  milk  which  is  toot  more  than 
two  percent  of  total  receipts  of  producer 
milk  should  be  classified  as  CTlass  II  milk, 
and  any  shrinkage  which  is  in  excess  of 
two  percent  of  such  receipts  should  be 
classified  as  CTlass  I  milk.  All  shrinkage 
assigned  to  other  source  milk  should  be 
classified  as  CTlass  II  milk. 

(b)  Transfers.  Provision  is  made  for 
classification  of  milk  transferred  be¬ 
tween  pool  plants  and  between  pool 
plants  and  non-pool  plants.  In  the  case 
of  transfers  between  pool  plants,  trans¬ 
fer  is  permitted  in  any  agreed  class  ia 
which  the  transferee  plant  has  utiliza¬ 
tion  in  an  amount  equal  to  or  greater 
than  the  amount  so  transferred,  after  al¬ 
locating  any  other  source  milk,  since 
under  a  marketwide  pool  the  classifica¬ 
tion  of  milk  transferred  between  pool 
plants  may  represent  any  agreed  pro¬ 
ducer  milk  use  without  affecting  the  pay¬ 
ment  to  producers.  Both  handlers  are 
required  to  report  the  transferred  milk 
in  the  agreed  classification;  otherwise 
milk  and  cream  transfer's  are  classified 
as  Class  I. 

In  the  case  of  transfers  from  a  pool 
plant  to  a  non-pool  pkint,  a  requirement 
that  producer  milk  be  allocated  to  the 
higher  value  uses  in  the  transferee  plant 
might  make  it  difficult  for  pool  plant 
operators  to  dispose  of  surplus  milk.  It 
is  concluded  that  transfers  from  a  pool 
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plant  to  a  non-pool  plant  In  the  form  of  County  plant  was  carried  by  Stark  for  the  class  to  which  such  overrun  was 
milk,  skim  milk  or  cream  should  be  in  County  producers.  Yet  under  the  orig-  allocated.  Payment  for  such  overrun 
Class  I,  but  that  such  transfers  may  be  inal  proposal,  the  producers  at  the  Ak-  could  be  a  result  of  underweighing  or 
classified  as  Class  II  if  so  rer>orted  by  the  ron  plant  would  get  Class  I  credit  for  undertesting  producers’  milk  or  of  fail- 
pool  plan  operator  and  if  the  transferee  milk  which  should  properly  be  consid-  ing  to  maintain  complete  and  accurate 
or  another  plant  to  which  the  product  ered  as  reserve  supply  for  the  quantities  records  of  the  receipts  and  utilization  of 
may  be  moved  by  the  transferee  has  an  of  milk  actually  bottled  at  the  Akron  producer  milk. 

equivalent  use  in  Class  II  and  keeps  books  plant  for  fluid  distribution.  (6)  Class  pTiccs.  The  Class  I  products 

ind  records  which  make  it  possible  for  in  addition  to  these  recognized  inade-  are  those  in  which  the  fluid  milk  pro- 
the  market  administrator  to  verify  such  quacies,  it  was  brought  out  at  the  hear-  ducers  are  primarily  interested.  It  is 
use.  ing  that  other  types  of  intermarket  this  Class  of  products  which  requires 

(c)  Allocation.  Since  some  handlers  movements  of  milk  are  growing  rapidly,  extra  effort  and  expense  to  meet  the 
combine  operations  which  utilize  other  The  most  notable  current  instance  is  the  strict  sanitation  requirements,  provide  a 
source  milk  in  the  same  plants  as  those  direct  distribution  of  milk  by  one  of  the  year-around  supply,  and  undertake  the 
which  handle  producer  milk  for  the  fluid  Akron  handlers  in  the  Cleveland  and  extra  hauling  which  is  commonly  in¬ 
market,  it  is  necessary  to  provide  a  stark  County  marketing  areas.  How-  volved.  Handlers  must  be  charged  a 
method  for  allocating  such  other  source  ever,  Cleveland  handlers  also  distribute  sufficiently  high  price  for  the  milk  used  in 
milk  to  the  classes  of  utilization  in  order  milk  in  the  Akron  area,  and  firms  with  Class  I  to  attract  an  adequate  supply 
to  determine  the  classification  of  the  plants  in  each  of  two  or  more  areas  have  of  milk  for  the  market.  The  seasonal 
producer  milk.  Since  producer  milk  is  already  consolidated  their  manufactur-  and  daily  excess  of  Class  II  milk,  on  the 
the  milk  which  is  regularly  available  for  ing  operations  or  removed  them  entirely  other  hand,  must  either  be  disposed  of  to 
fluid  consumption  in  the  marketing  area,  from  their  regulated  plants,  and  other  manufacturing  plants  or  manufactured 
the  method  of  allocation  provides  that  consolidations  might  conceivably  occur  into  products  made  from  milk  which  can 
producer  milk  shall  be  allocated  to  Class  which  would  affect  intermarket  classifi-  be  produced  under  less  stringent  con- 

I  to  the  extent  that  such  use  is  available,  cation  and  pricing.  ditions. 

Handlers  proposed  that  if  during  any  a  suggested  solution  advanced  by  the  (a)  Class  I  price.  For  the  first  24 

month  receipts  of  milk  from  producers  Akron  producers  would  apply  only  to  such  months  of  the  operation  of  an  order  for 

are  less  than  120  percent  of  the  total  cases  as  that  of  the  Akron  handler  who  the  Akron  area,  the  minimum  class  I 
volume  of  Class  I  milk  during  such  gets  a  portion  of  his  milk  from  a  Stark  price  p>er  hundredweight  of  milk  of  3.5 
month,  then  other  source  milk  should  be  County  handler.  It  was  suggested  that  percent  butterfat  content  should  be  5 
allocated  to  Class  I  and  Class  II  milk  in  a  portion  of  the  Class  I  milk  bottled  by  cents  less  than  that  prevailing  under  Or- 
the  same  ratio  as  receipts  from  pro-  the  Stark  County  handler  for  the  Akron  der  No.  75  regulating  the  handling  of 
ducers.  Such  allocation  procedure  distributors  be  credited  to  the  Akron  pro-  milk  in  the  Cleveland,  Ohio,  marketing 
should  not  be  adopted.  The  possibility  ducers.  This  suggestion  is  based  upon  area  for  milk  delivered  to  plants  located 
exists  that  handlers  may  be  able  to  ob-  the  premise  that  the  Akron  handler  in  the  marketing  area, 
tain  other  source  milk  for  use  in  Class  I  formerly  obtained  all  of  his  milk  locally  Some  time  after  the  order  has  been  in 
at  a  pride  below  the  Class  I  price.  In  and  that  the  change  in  his  operations  de-  operation  a  full  year,  a  hearing  can  be 
view  of  this  possibility,  the  allocation  prives  Akron  producers  of  part  of  their  called  to  consider  more  permanent  Class 
procedure  proposed  by  handlers  allocates  class  I  sales.  I  price  provisions.  At  such  time  consid- 

other  source  niilk  to  Class  I  while  some  jt  must  be  recognized,  however,  that  all  erable  marketwide  data  on  all  aspects  of 
producer  milk  is  being  allocated  to  Class  types  of  changes  in  the  location  of  han-  the  problem  will  have  become  available, 
n.  This  would  offer  an  incentive  to  fliers’  plants  anfl  in  their  areas  of  dis-  and  variations  in  the  price-making 
todlers  to  maintain  only  nominal  sup-  tribution  may  involve  changes  in  their  method  which  might  then  seem  to  pro- 
jflies  of  producer  nailk  and  to  rely  on  procurement  of  milk.  Such  changes  vide  a  more  satisfactory  price  for  the 
supplemental  supplies  of  other  source  have  not  been  controlled  within  any  of  Akron  marketing  area  may  be  given 
■“Ik-  .  •  j  Federally  regulated  marketing  areas  thorough  consideration. 

At  the  hearing  it  was  pointed  out  by  and  should  not  be  subject  to  allocation  There  are  several  reasons  for  adopting 
the  proponents  that  their  original  pro-  between  such  closely  interrelated  areas  the  Cleveland  Class  I  price  of  milk,  less 
posal  for  the  allocation  of  milk  from  as  Cleveland,  Akron  and  Stark  County.  5  cents,  as  being  the  most  appropriate 
other  Federal  areas  as  other  source  re-  it  is  concluded  that  milk  in  bottled  price  available  for  the  first  several 
ceipts  under  the  Akron  order  would  form  classified  and  priced  under  an-  months  of  operation  of  the  Akron  order, 
create  serious  problems.  The  original  other  Federal  order  should  be  assigned  one  is  that  the  supply  of  milk  for  Akron 
proposal  provided  that  all  other  source  fhg  same  utilization  under  the  Akron  is  obtained  from  farms  located  com- 
nilk  (whether  from  unregulated  or  order  as  under  the  other  order,  as  well  paratively  close  to  the  market.  The  milk 
other  Federal  somces)  be  allocated  first  as  being  exempt  from  the  pricing  pro-  is  hauled  directly  from  the  farms  to  the 
to  any  Class  H  utilization  by  each  Akron  visions  of  the  Akron  order.  However,  bottling  plants  from  which  it  is  distrib- 
nandler.  This  provision  would  have  had  bulk  milk  from  other  Federal  areas  uted  in  the  marketing  area;  none  of  the 
no  effect  on  these  handlers  who  distrib-  which  might  be  expected  to  be  purchased  bottling  plants  obtain  regular  supplies 
ute  jnilk  in  Akron  from  plants  subject  supplement  an  Akron  handler’s  local  from  country  supply  plants.  In  order 
to  the  Cleveland  or  other  Federal  order,  supplies  should  be  allocated  first  to  Class  to  maintain  this  supply  of  milk,  the 
Mce  they  have  no  producers  under  the  in  i;li0  same  fashion  as  other  source  prices  paid  farmers  must  be  closely  in 
Mron  order.  Also  it  would  not  affect  an  mfik  from  unregulated  plants.  Such  line  with  those  paid  to  Cleveland  ship- 
Mron  handler  in  a  position  similar  to  allocation  will  encourage  handlers  to  pers,  since  the  Cleveland  milkshed  com- 
tnat  of  another  dairy  which  was  having  purchase  other  source  milk  only  when  pletely  envelope  the  Akron  territory. 
Its  entire  supply  of  milk  bottled  by  a  firm  producer  milk  is  not  available.  At  such  The  prices  must  also  be  in  line  with 
subject  to  the  Stark  County  order.  'The  times,  of  course,  there  would  be  little  those  established  under  the  Stark  County 
proposal  would,  however,  have  affected  qj.  no  producer  milk  in  Cfiass  II  to  be  order,  since  Akron  and  Stark  County 
those  handlers  who  supply  part  of  their  affected  by  allocation.  producers  are  intermingled  in  the  area 

sales  with  milk  from  local  producers  and  jf  the  total  of  all  Class  I  and  Class  n  south  of  Akron. 

I»rt  with  milk  bottled  in  two-quart  con-  m^k  in  producer  milk  so  computed  ex-  if  the  procurement  of  milk  was  the 
ttuners  at  the  Stark  County  plant.  In  ceeds  the  amount  of  producer  milk  re-  only  price  problem  involved,  the  class 
this  case  the  seasonal  and  daily  excess  ported  to  have  been  received  at  the  prices  under  the  Akron  order  could  be 
01  producer  milk  under  the  Akron  order,  plant  for  which  the  computation  is  being  established  at  such  levels  as  to  result  in 
Which  would  otherwise  be  assigned  to  made,  such  excess  (commonly  referred  blend  prices  relative  to  those  paid  under 
Class  II  use,  would  be  allocated  instead  to  as  “overrun”)  should  be  assigned  first  the  Cleveland  and  Stark  County  orders 
to  Class  I  to  the  extent  of  the  receipts  to  any  Class  n  utilization  remaining  which  would  discourage  the  Akron 
of  the  other  Federal  order  milk.  Clearly,  after  the  foregoing  allocation,  and  any  shippers  from  shifting  to  the  other  mar- 
the  seasonal  and  daily  reserves  of  milk  remainder  to  Cfiass  I.  Any  overrun  at  kets.  In  the  absence  of  any  order  price 
necessary  to  supply  the  exact  quantities  a  pool  plant  should  be  paid  for  by  the  regulation,  the  smaller  secondary  mar- 
of  two-quart  milk  bottled  at  the  Stark  handler  operating  the  plant  at  the  price  kets  like  Akron  which  are  located  within 
No.  161 - 4 


5276 


PROPOSED  RULE  MAKING 


the  milkshed  of  a  large  primary  market 
like  Cleveland  tend  to  obtain  their  sup¬ 
plies  from  the  closest  farms.  The  han¬ 
dlers  in  the  large  primary  market,  either 
individually  or  in  aggregate,  tend  to  by¬ 
pass  the  secondary  markets  and  develop 
country  plant  sources  of  supplies  in  more 
distant  areas  from  which  the  milk  is 
hauled  in  tank  load  lots.  This  practice 
by  the  secondary  markets  of  obtaining 
their  comparatively  small  supplies  lo¬ 
cally,  while  the  primary  market  relies 
upon  country  plant  sources  from  which 
tank  load  shipments  are  feasible,  should 
not  be  hindered  by  the  order. 

However,  the  procurement  of  the 
supply  of  milk  is  not  the  only  aspect  of 
intermarket  competition  which  must  be 
considered  in  establishing  the  Class  I 
price  in  Akron.  Sales  competition  be¬ 
tween  Akron  handlers  and  those  regu¬ 
lated  under  the  Cleveland  and  Stark 
County  orders  is  exceptionally  keen. 
Some  phases  of  the  competition  have 
already  been  described  under  the  topic 
“Marketing  Area”.  The  one  milk  com¬ 
pany  has  extensive  sales  in  the  Cleve¬ 
land  and  Stark  Covmty  areas  from  its 
plant  at  Stow,  Ohio,  TTiis  company  also 
is  a  major  handler  in  the  Akron  terri¬ 
tory,  which  is  supplied  from  this  firm’s 
large  plant  at  Cuyahoga  Falls.  There 
are  substantial  sales  by  several  Cleve¬ 
land  handlers  in  the  Akron  marketing 
area  and  direct  competition  exists  be¬ 
tween  Cleveland  and  Akron  handlers  in 
the  territory  between  the  two  marketing 
areas.  Relations  between  Stark  County 
and  Akron  handlers  are  even  more  di¬ 
rect:  one  of  the  Stark  County  handlers 
bottles  the  entire  supply  of  milk  for  one 
Akron  area  handler  and  bottles  milk  in 
2-quart  paper  containers  for  three  other 
handlers  whose  principal  distribution  is 
In  the  Akron  area.  The  Cleveland  han¬ 
dlers  whose  plants  are  located  in  that 
city  must,  of  course,  pay  at  least  the 
f.  o.  b.  market  Class  I  price  for  all  milk 
distributed  from  such  plants.  However, 
Cleveland  handlers  whose  plants  are  lo¬ 
cated  not  more  than  60  miles  from  the 
Cleveland  city  hall  must  also  pay  the 
f.  o.  b.  prices  for  all  milk  distributed 
from  such  plant  for  Class  I  purposes 
even  though  the  minimum  price  to  pro¬ 
ducers  in  the  30-60  mile  zone  is  13  cents 
less  than  the  market  price.  The  Stow, 
Ohio,  plant  of  the  Laweon  Milk  Company 
and  the  Wooster  Farm  E^ry,  at 
Woo.ster,  are  within  the  OO-rniile  zone. 
Sales  by  Stark  County  handlers  and  the 
milk  bottled  for  Akron  distributors  by  a 
Stark  County  handler  are  paid  for  at 
the  Stark  County  Class  I  price.  The 
Class  I  price  for  milk  received  at  plants 
holding  health  permits  from  Canton, 
Alliance,  or  Massillon  is  5  cents  less  than 
the  Cleveland  Class  I  price  for  milk 
delivered  to  city  plants. 

The  Class  I  price  under  the  Cleveland 
order  is  determined  by  adding  a  Class  I 
differential  to  the  value  of  manufactured 
milk.  The  value  of  manufactured  milk 
is  the  higher  of  two  basic  formula  prices, 
one  being  the  average  price  reported  paid 
to  farmers  by  a  list  of  midwest  con- 
denseries,  and  the  other  being  a  formula 
which  measured  the  value  of  milk  used 
for  manufacturing  butter  and  nonfat 
dry  milk  solids.  The  Class  I  differen¬ 


tial  is  90  cents  per  hundredweight  dur¬ 
ing  April.  May  and  June,  the  months  of 
fiush  production:  $1.90  during  August 
through  January,  the  months  of  lowest 
production:  and  $1.45  during  the  inter¬ 
mediate  months  of  February,  March  and 
July.  These  stated  Class  I  differentials 
are  further  subject  to  a  supply-demand 
adjustment  which  raises  the  Class  I  dif¬ 
ferential  whenever  supplies  are  below 
normal  in  relation  to  sales,  and  lowers 
it  whenever  supplies  are  excessive  in  re¬ 
lation  to  sales.  The  supply -demand 
adjustment  is  limited  to  plus  or  minus 
25  cents.  It  is  concluded  that  this  same 
system  of  pricing  is  as  appropriate  to 
the  conditions  of  supply  and  demand  of 
milk  in  Akron  as  in  Cleveland,  and  that 
the  two  markets  are  so  closely  competi¬ 
tive  both  in  the  procurement  and  dis¬ 
tribution  of  milk  approximately  the 
same  Class  I  price  should  prevail  in  both 
markets. 

Adopting  a  Class  I  price  which  is  the 
same  as  that  under  the  Stark  County 
order,  and  only  5  cents  below  that  of  the 
Cleveland  order  would  assure  substan¬ 
tial  equality  between  the  cost  of  Class  I 
milk  to  all  handlers  in  the  three  markets. 
This  similarity  of  prices  would  prevent 
the  substantial  changes  in  sales  terri¬ 
tories,  location  of  plants,  and  procure¬ 
ment  policies  which  would  be  virtually 
certain  to  result  if  there  were  any  sub¬ 
stantial  differences  in  the  Class  I  prices 
in  these  markets.  It  appears  probable 
that  this  similarity  of  Class  I  prices  will 
result  in  a  higher  blend  price  to  the 
Akron  producers  than  is  paid  under  the 
Cleveland  order.  The  dat^  reported  by 
those  handlers  who  purchase  milk  from 
the  cooperative  associations  indicate  a 
substantially  higher  percentage  of  Class 
I  utilization  than  occurs  under  the  Cleve¬ 
land  order.  Although  data  were  not 
available  for  the  other  Akron  handlers, 
experience  in  other  markets  where  there 
is  no  marketwide  pool  indicates  that 
their  utilization  may  also  be  compara¬ 
tively  high.  If  such  a  difference  in  blend 
prices  materializes,  Cleveland  shippers 
may  wish  to  switch  to  the  Akron  market. 
However,  even  if  such  switch  occurs,  it 
will  have  only  minor  affect  upon  Cleve¬ 
land  supplies,  since  a  shift  by  a  compara¬ 
tively  small  proportion  would  equalize 
the  Akron  and  Cleveland  blend  prices. 

The  conclusion  that  the  Akron  Class 
I  price  be  5  cents  below  the  Cleveland 
price  instead  of  fully  equal  to  it  reflects 
the  discount  on  fluid  cream  contained  in 
the  Cleveland  order.  In  the  Akron  order 
the  butterfat  and  skim  miik  content  of 
fluid  cream  is  in  Class  I,  at  the  same 
price  as  the  components  of  fluid  milk 
and  other  Class  I  items.  Under  Uie 
Cleveland  order  the  prices  of  the  butter- 
fat  and  skim  milk  components  of  fluid 
cream  are  determined  by  deducting  45 
cents  per  hundredweight  from  the  price 
of  fluid  milk  of  3.5  percent  butterfat  con¬ 
tent  and  allocating  70  percent  of  the  re¬ 
sultant  price  as  the  value  of  the  3.5 
pounds  of  fat  and  30  percent  as  the 
value  of  the  96.5  pounds  of  skim  milk. 
At  the  prices  which  prevailed  during  the 
calendar  year  1953  the  quantities  of  fluid 
cream  sold  under  the  Cleveland  order 
reduced  the  total  Class  I  price  5.5  cents 
per  hundredweight  of  milk  below  the 


price  which  would  have  prevailed  if 
there  had  been  no  discount  on  fluid 
cream.  This  computation  is  based  upon 
the  announcements  of  minimum  Class 
prices  to  handlers  and  minimum  blend 
prices  payable  to  producers,  as  issued  by 
the  Cleveland  market  administrator. 
OfiScial  notice  of  such  data  is  hereby 
taken.  In  order  to  assure  equality  in 
the  level  of  the  Class  I  prices  paid  by 
Akron  handlers  with  those  under  the 
Cleveland  and  Stark  County  orders,  the 
Akron  Class  I  price  should  be  5  cents 
less  than  the  Cleveland  Class  I  price 
applicable  to  fluid  milk. 

(b)  Class  II  price.  The  Class  II  price 
should  be  equal  to  the  average  paid  for 
milk  of  3.5  percent  butterfat  content  at 
15  midwest  condenseries  or  a  formula 
based  on  market  prices  of  butter  and 
nonfat  dry  milk  solids,  whichever  is 
higher. 

The  butter-powder  formula  should  be 
the  same  as  that  used  for  the  pricing  of 
Class  II  milk  under  the  Stark  County 
order  and  as  a  basic  formula  under  both 
the  Stark  County  and  Cleveland  orders. 
This  formula  uses  the  market  prices  of 
butter  and  powder  to  measure  the  value 
of  milk  used  for  their  manufacture. 
Three  cents  is  deducted  from  the  price 
of  92 -score  butter  at  Chicago,  the  result 
is  multiplied  by  an  overrun  factor  of  1.2, 
and  this  result  in  turn  is  multiplied  by 
the  basic  fat  test  (3.5)  as  a  measure  of 
the  value  of  the  butterfat  content.  To 
this  butterfat  value  is  added  the  skim 
milk  value  computed  by  deducting  5.5 
cents  from  the  average  of  the  market 
prices  for  spray  and  roller  process  non¬ 
fat  dry  milk  solids,  f.  o.  b.  cars  or  trucks 
at  manufacturing  plants  in  the  Chicago 
area,  and  multiplying  the  result  by  a 
yield  factor  of  8.2,  the  quantity  of  solids 
obtainable  from  96.5  pounds  of  skim 
milk. 

Data  on  the  quantities  of  Class  11  milk 
were  not  made  available  for  all  of  the 
Akron  area  distributors  at  the  hearing. 
However,  a  compilation  submitted  by  the 
producers  shows  the  percentage  of  pro¬ 
ducer  milk  used  in  each  of  three  cate¬ 
gories  as  reported  by  the  six  firms  which 
purchased  milk  from  the  association  in 
1953.  These  data  disclosed  that  in  the 
calendar  year  1953  only  11  percent  of 
milk  received  from  the  producers  was 
utilized  for  purposes  other  than  fluid 
milk  and  cream.  No  milk  was  reported 
so  used  in  the  months  of  October  and 
November,  and  the  maximum  percentage 
in  excess  of  fluid  needs  occurred  in  May 
when  the  percentage  reached  25.  These 
data  demonstrated  that  a  remarkably 
high  percentage  of  milk  received  from 
producers  at  these  plants  is  utilized  for 
fluid  milk  and  cream. 

It  was  testified  that  several  handlers 
have  equipped  their  plants  to  manufac¬ 
ture  cottage  cheese  and  ice  cream  as  a 
means  of  making  the  most  efficient  and 
profitable  use  of  the  seasonal  excess  of 
milk  delivered  by  producers.  Two  of  the 
larger  handlers  have  minimized  the 
handling  of  flush  season  receipts  by  de¬ 
veloping  health-inspected  sources  of 
milk  which  were  drawn  upon  only  during 
the  fall  and  winter  season  of  low  pro¬ 
duction.  Such  measures  as  these  have 
greatly  reduced  the  necessity  of  physi- 


Thursday,  August  19,  1954 


FEDERAL  REGISTER 


5277 


cally  transporting  much  of  the  season¬ 
ally  excess  milk  from  the  bottling  plants 
to  manufacturing  plants.  Even  in  those 
instances  when  supplies  from  producers 
are  in  excess  of  those  which  can  be  ac¬ 
commodated  in  the  handlers’  plants,  it 
is  frequently  possible  to  divert  the  milk 
from  farm  pickup  routes  directly  to  man¬ 
ufacturing  plants,  thereby  avoiding  the 
extra  expense  of  receiving  such  milk  at 
the  bottling  plants  and  transporting  it 
back  to  a  manufacturing  outlet. 

It  is  difficult  to  place  a  precise  valua¬ 
tion  on  the  excess  milk.  Its  value  is  com¬ 
paratively  low  on  such  quantities  as  must 
be  received  at  bottling  plants  and  trans¬ 
ported  considerable  distances  for  manu¬ 
facture;  on  the  other  hand  its  value 
is  comparatively  high  in  terms  of  the 
alternative  cost  for  milk  suitable  for  use 
in  the  manufacture  of  cottage  cheese  or 
ice  cream  delivered  to  Akron  handlers’ 
plants  from  other  sources.  When  the 
excess  of  supplies  of  producer  milk  can 
be  utilized  in  handlers’  plants,  it  should 
command  an  appreciable  premium  over 
the  basic  formula  prices  which  refer  to 
strictly  manufacturing  grade  milk. 
Such  premium  reflects  the  higher  qual¬ 
ity  of  producer  milk  and  the  absence  of 
transportation  or  container  costs. 

It  is  concluded  that  the  Class  II  price 
will  permit  the  orderly  and  efficient  dis¬ 
posal  of  milk  not  needed  for  fluid  use 
without  encouraging  handlers  to  add 
producers  in  excess  of  those  needed  to 
supply  their  needs  for  fluid  milk  and 
cream  in  the  months  of  lowest  produc¬ 
tion. 

(c)  Handler  butter  fat  differentials. 
The  Class  I  and  Class  II  prices  under  the 
order  should  be  stated  in  terms  of  the 
price  per  hundredweight  of  milk  con¬ 
taining  3.5  percent  of  butterfat.  The 
price  applicable  to  milk  of  a  butterfat 
content  other  than  3.5  percent  should  be 
stated  in  terms  of  a  butterfat  differen¬ 
tial,  1.  e.,  the  amount  by  which  the  price 
at  basic  test  is  raised  or  lowered  for  each 
one  tenth  of  one  percent  that  the  test 
differs  from  3.5  percent.  'The  Class  I  but¬ 
terfat  differential  should  be  0.13  times 
the  price  per  pound  of  92  score  butter  at 
Chicago,  and  the  Class  II  butterfat  dif¬ 
ferential  should  be  0.115  times  the  butter 
price. 

The  butterfat  and  skim  milk  utilized  in 
each  class  is  accounted  for  separately 
under  most  of  the  Federal  orders,  includ¬ 
ing  all  those  in  Ohio.  The  price  per 
hundredweight  of  milk  must,  of  course, 
be  allocated  to  the  skim  milk  and  but¬ 
terfat  components.  In  most  orders 
throughout  the  United  States  this  is  ac¬ 
complished  by  specifying  a  basic  butter¬ 
fat  test  and  a  butterfat  differential, 
which  is  the  amount  to  be  added  or  sub¬ 
tracted  from  the  announced  price  for 
each  one  tenth  of  one  percent  variation 
in  butterfat  content.  However,  under 
the  Cleveland,  Stark  County,  and  Lima 
orders  the  3.5  percent  price  is  only  an  in¬ 
termediate  computation;  official  class 
prices  are  then  computed  and  announced 
separately  per  hundredweight  of  butter¬ 
fat  and  per  hundredweight  of  skim  milk. 
There  is  no  substantive  difference  be¬ 
tween  the  two  methods  of  computing  and 
announcing  class  prices.  The  butterfat 
price  differential  is  more  simply  stated, 
focuses  attention  on  the  3.5  price,  and  is 


used  in  the  great  majority  of  orders 
which  utilize  a  butterfat  and  skim  milk 
accounting  system.  It  should,  therefore, 
be  used  in  Akron. 

In  the  original  Notice  of  Hearing,  it 
was  proposed  by  producers  that  the  Class 
I  price  for  3.5  milk  be  allocated  to  butter¬ 
fat  and  skim  milk  in  the  same  ratio  as 
the  basic  butter-powder  formula,  which 
is  the  price  comprised  of  the  values  of 
butterfat  and  skim  milk  in  milk  used  for 
manufacturing  purposes.  At  the  hear¬ 
ing  they  modified  this  proposal  to  provide 
that  the  value  of  a  hundred  pounds  of 
Class  I  butterfat  be  set  at  a  fixed  ratio 
of  130  times  the  price  per  pound  of  92 
score  butter  at  Chicago  and  that  skim 
milk  be  assigned  the  residual  value  ob¬ 
tained  by  deducting  the  value  of  3.5 
pounds  of  butterfat  from  the  3.5  price 
per  hundredweight  of  Class  I  milk.  The 
modification  would  reduce  the  value  of 
Class  I  butterfat  and  keep  it  at  a  fixed 
relationship  to  butter  in  all  months  of 
the  year.  Skim  milk  values,  of  course, 
would  be  correspondingly  increased. 
The  modification  reflects  an  increasing 
consumer  demand  for  skim  milk  and 
skimmed  or  partly  skimmed  milk  drinks, 
and  a  decreasing  consumer  demand 
for  cream  and  other  high-butterfat 
products. 

Producers  proposed  that  the  Class  H 
price  be  allocated  to  butterfat  and  skim 
milk  in  the  same  ratio  as  contained  in 
the  basic  formula  butter-powder  price. 
In  the  basic  formula  butterfat  is  valued 
at  the  price  per  pound  of  92 -score  butter 
in  Chicago  less  3  cents,  multiplied  by  an 
overrun  factor  of  120.  If  the  local  plant 
price  is  above  the  Class  H  butter-powder 
formula  price,  the  Class  H  butterfat 
value  will  be  correspondingly  higher. 
On  balance,  it  appears  that  a  Class  II 
butterfat  differential  equal  to  0.115  times 
the  market  price  of  butter  will  achieve 
substantially  the  same  allocation  be¬ 
tween  butterfat  and  skim  milk  as  was 
proposed. 

(7)  Payments  to  producers — (a)  Type 
of  pool.  It  is  concluded  that  the  sales 
proceeds  from  all  pool  plants  should  be 
combined  on  a  market-wide  basis  for  dis¬ 
tribution  to  the  producers. 

A  market-wide  form  of  pooling  was 
proposed  by  producers  and  was  not 
opposed  by  any  of  the  handlers.  The 
alternative  is  a  system  of  individual-han¬ 
dler  pooling  whereby  the  producers  sup¬ 
plying  each  of  the  regulated  handlers  is 
paid  a  blend  price  based  upon  the  pro¬ 
portionate  Class  I  and  Class  H  sales  of 
that  particular  handler.  For  many  years 
the  cooperative  association  of  producers 
in  the  Akron  market  sold  the  milk  of  its 
members  to  handlers  under  a  classified 
price  plan,  and  distributed  the  proceeds 
through  a  market-wide  pool.  Under 
such  a  pool  all  producers  received  the 
same  minimum  price  for  milk  at  3.5  per¬ 
cent  butterfat  content  delivered  to  pool 
plants.  (This  uniform  price  is,  of  course, 
subject  to  adjustment  for  varying  per¬ 
centages  of  butterfat  content  and  pro¬ 
ducers  may  also  be  charged  different 
rates  for  hauling  this  milk  from  farm  to 
plant.)  An  important  advantage  of  a 
market-wide  pool  is  that  the  uniformity 
of  payments  to  producers  allows  handlers 
either  to  equip  their  plants  to  manufac¬ 
ture  the  seasonal  and  daily  surpluses  of 


milk,  or  to  minimize  their  handling  of 
such  milk,  without  affecting  the  blend 
price  paid  to  the  particular  shippers  who 
deliver  regularly  to  their  plants.  Some  of 
the  Akron  handlers  are  equipped  to  util¬ 
ize  seasonally  siurplus  milk  from  their 
own  producers  and  from  other  handlers 
in  the  market,  while  some  handlers  have 
virtually  no  facilities  in  their  plants  for 
the  manufacture  of  dairy  products.  One 
further  reason  for  prefering  a  market¬ 
wide  pool  in  Akron  to  individual-handler 
pooling  is  that  both  the  Cleveland  and 
Stark  County  orders  provide  for  market¬ 
wide  pools.  Having  a  similar  pool  in 
Akron  will  facilitate  shifts  of  producers 
in  response  to  changes  in  local  demands 
and  patterns  of  distribution  or  other 
factors  which  may  affect  one  market 
more  than  the  others.  This  follows  from 
the  fact  that  individual  handlers  can 
add  shippers  without  appreciably  low¬ 
ering  the  prices  payable  to  their  own 
producers,  thereby  jeopardizing  the  re¬ 
turns  to  their  previous  regular  shippers. 

(b)  Payments  to  individual  producers 
and  to  members  of  cooperative  associa¬ 
tions.  Handlers  should  make  payments 
to  each  producer  for  milk  delivered  by 
such  producer  at  the  appropriate  uni- 
foim  price.  Payments  due  any  producer 
for  milk  should  be  paid  by  the  handler 
to  a  cooperative  association  if  the  co¬ 
operative  association  makes  a  written  re¬ 
quest  for  such  payments  and  if  the 
producer  has  given  the  cooperative  as¬ 
sociation  written  authorization,  in  the 
form  of  a  contract  or  in  any  other  form, 
to  collect  such  payments.  The  associa¬ 
tion’s  request  should  also  agree  to 
indemnify  the  handler  for  any  loss  in¬ 
curred  because  of  an  improper  claim.  In 
making  such  payments  for  producer  milk 
to  a  cooperative  association  the  handler 
should  at  the  same  time  furnish  the  co¬ 
operative  association  with  a  statement 
showing  the  name  of  each  producer  for 
whom  payment  is  being  made  to  the  co¬ 
operative  association,  the  volume  and 
average  butterfat  content  of  milk  de¬ 
livered  by  each  such  producer,  and  the 
amount  of  and  reasons  for  any  deduc¬ 
tions  which  the  handler  withheld  from 
the  amount  payable  to  each  producer. 
This  statement  is  niecessary  so  the  co¬ 
operative  association  can  make  proper 
distribution  of  the  money  it  collects  to 
producers  for  whom  it  collects. 

Unless  a  cooperative  association  can 
receive  payment  for  the  milk  marketed 
on  behalf  of  its  producer  members,  it 
cannot  re-blend  the  sales  proceeds  from 
milk  sold  in  various  outlets.  Such  re¬ 
blending  may  be  desirable  in  connection 
with  profits  or  losses  on  milk  diverted  by 
an  association  to  nonpool  plants  or  on 
milk  sold  for  fluid  use  in  other  marketing 
areas. 

(c)  Producer-settlement  fund.  Since 
all  producers  are  to  receive  the  same 
price  for  milk  (except  for  butterfat  dif- 
'  ferentials) ,  and  since  the  amount  which 
the  order  requires  a  particular  handler 
to  pay  for  his  milk  may  be  more  or  less 
than  the  amount  he  is  required  to  pay  to 
producers  or  cooperative  associations, 
some  method  of  balancing  these  amounts 
is  necessary.  A  producer -settlement 
fund  should  be  established  for  this  pur¬ 
pose.  All  handlers  who  are  required  to 
pay  more  for  their  milk  on  the  basis  of 
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their  utilization  than  they  are  required 
to  pay  to  producers  or  cooperative  asso¬ 
ciations  should  pay  the  difference  into 
the  producer-settlement  fund;  and  all 
handlers  who  are  required  to  pay  more 
to  producers  or  cooperative  associations 
than  they  are  required  to  pay  for  their 
milk  on  the  basis  of  utilization  should 
receive  the  difference  from  the  producer- 
settlement  fund.  Amounts  paid  into  and 
out  of  the  producer-settlement  fund  for 
this  purpose  will  be  equal,  except  for 
minor  differences  that  may  result  from 
rounding  off  uniform  prices.  In  order 
to  permit  this  rounding  off  of  prices,  to 
allow  for  unavoidable  delays  in  receiv¬ 
ing  payments  from  handlers,  and  to  per¬ 
mit  payments  to  be  made  to  any  handler 
which  audit  by  the  market  administra¬ 
tor  reveals  is  due  such  handler  from  the 
producer-settlement  fund,  a  reserve 
should  be  held  in  the  producer-settle¬ 
ment  fund  at  all  times.  The  amount  of 
the  reserve  contemplated  in  the  proposed 
order  should  be  sufficient  for  these  pur¬ 
poses.  This  reserve  would  be  adjusted 
each  month. 

If  at  any  time  the  balance  in  the  pro¬ 
ducer-settlement  fund  is  insufficient  to 
cover  payments  due  to  all  handlers  from 
the  producer-settlement  fund,  payments 
to  such  handlers  should  be  reduced  uni¬ 
formly  per  hundredweight  of  milk.  The 
handlers  may  then  reduce  payments  to 
producers  by  an  equivalent  amount  per 
hundredweight.  Amounts  remaining 
due  such  handlers  from  the  producer- 
settlement  fund  should  be  paid  as  soon 
as  the  balance  in  the  fund  is  sufficient, 
and  handlers  should  then  complete  pay¬ 
ments  to  producers.  In  order  to  reduce 
the  possibility  of  this  occmring,  milk  re¬ 
ceived  by  any  handler  who  has  not  made 
payments  required  of  him  into  the  pro¬ 
ducer-settlement  fund  should  be  elimi¬ 
nated  in  the  computation  of  the  uniform 
price  in  subsequent  months  until  such 
handler  has  completed  all  delinquent 
payments. 

(d)  Producer  tutterjat  differential. 
The  uniform  prices  should  be  computed 
for  milk  containing  3.5  percent  of  butter- 
fat.  This  follows  past  market  practice. 
In  distributing  proceeds  to  producers  a 
differential  should  be  established  for 
milk  containing  more  or  less  than  3.5 
percent  of  butterfat. 

Such  differential  should  correspond  to 
the  weighted  average  values  of  the 
butterfat  and  skim  milk  in  producer 
milk  utilized  by  handlers  in  Class  I  and 
Class  II.  This  follows  the  same  princi¬ 
ple  as  the  payment  of  a  uniform  price 
to  all  producers.  Each  producer  shares 
equally  in  the  total  value  of  the  handlers* 
Class  I  and  Class  II  utilization,  at  the 
basic  test  of  3.5  percent  butterfat.  It  is 
equally  appropriate  that  each  should 
receive  the  average  utilization  value  of 
the  butterfat  and  skim  milk  components 
for  milk  testing  above  or  below  3.5  per¬ 
cent.  A  weighted  average  will  give  but¬ 
terfat  a  somewhat  higher  value  and  skim 
milk  a  proportionately  lower  value  than 
those  proposed  by  producers:  the  Class 
I  butterfat  differential  is  1.3  times  the 
butter  price  and  the  Class  II  factor  is 
1.15  whereas  producers  proposed  a  dif¬ 
ferential  just  fractionally  over  the  butter 
price  without  allowing  for  a  yield  factor. 


(8)  Administrative  provisions.  The 
remaining  provisions  of  the  order  are 
of  a  general  administrative  nature,  are 
incidental  to  the  other  provisions  of  the 
order,  and  are  necessary  for  the  proper 
and  efficient  administration  of  the  order. 
•They  provide  for  the  selection  of  a  mar¬ 
ket  administrator,  define  his  powers  and 
duties,  provide  for  an  administrative 
assessment,  prescribe  the  information  to 
be  reported  by  handlers  and  set  forth 
the  rules  to  be  followed  in  making  the 
computations  required  by  the  order. 
They  also  prescribe  the  length  of  time 
that  records  must  be  retained  and  pro¬ 
vide  a  plan  for  the  liquidation  of  the 
order  in  the  event  of  its  suspension  or 
termination.  They  are  similar  to  like 
provisions  of  other  orders,  and  except  as 
set  forth  below  require  no  comment. 

(a)  Expenses  of  administration.  As 
his  share  of  the  expenses  of  administer¬ 
ing  this  order  each  handler  should  pay 
not  in  excess  of  3  cents  per  hundred¬ 
weight  with  respect  to  all  producer  milk 
received,  and  all  other  source  milk  re¬ 
ceived  at  a  pool  plant  which  was  classi¬ 
fied  at  Class  I  milk.  The  market  ad¬ 
ministrator  must  verify  receipts  and 
utilization  of  all  such  milk ;  therefore  all 
such  milk  should  be  subject  to  the  ex¬ 
penses  of  administration.  Experience  in 
other  markets  indicates  that  3  cents  per 
hundredweight  with  respect  to  all  such 
milk  should  yield  sufficient  money  to 
cover  expenses  of  administration.  If 
pa3nnent  of  expenses  of  administration 
at  the  rate  of  3  cents  per  hundredweight 
yields  more  money  than  is  needed,  pro¬ 
vision  is  made  for  the  Secretary  to  pre¬ 
scribe  a  lesser  rate  of  payment  from  time 
to  time. 

<b)  Marketing  services.  It  was  pointed 
out  earlier  in  this  decision  that  market¬ 
wide  information  concerning  market 
supply  and  requirements  would  be  useful 
to  producers  and  cooperative  associati<xis 
in  helping  them  maintain  their  produc¬ 
tion  in  line  with  market  requirements. 
Costs  involved  in  distributing  informa¬ 
tion  to  producers  and  cooperative  associ¬ 
ations  should  be  borne  by  the  producers 
or  their  associations. 

The  cooperative  association  In  the 
market  has  been  providing  marketing 
services  to  its  members  which  include  the 
verification  of  weights  and  tests  of  milk 
delivered  by  each  member.  The  provi¬ 
sion  for  such  services  to  be  rendered  to 
producers  for  whom  a  cooperative  asso¬ 
ciation  does  not  perform  such  services 
will  sissure  each  producer  that  he  is  re¬ 
ceiving  his  just  proportion  of  the  total 
proceeds  of  the  market.  Costs  of  these 
services  should  also  be  borne  by  pro¬ 
ducers. 

On  the  basis  of  the  costs  of  providing 
these  services  in  other  markets,  it  is 
concluded  that  a  deduction  of  6  cents  per 
hundredweight  of  milk  delivered  by  each 
producer  should  be  adequate  to  cover 
these  costs.  Provision  is  made  that  the 
Secretary  may  reduce  this  deduction  if 
experience  indicates  a  lesser  deduction 
will  provide  adequate  funds.  If  a  coop¬ 
erative  association  is  actually  perform¬ 
ing  these  services  for  producers,  then  in 
lieu  of  the  6  cent  deduction  such  deduc¬ 
tion  as  is  authorized  by  such  producers 
should  be  made  from  the  amounts  due 
producers  for  whom  the  cooperative  as¬ 


sociation  is  performing  such  services  and 
should  be  paid  to  the  cooperative  asso¬ 
ciation. 

(c)  Records  and  reports.  Reports  are 
required  from  handlers  on  receipts  and 
utilization  so  that  the  market  adminis¬ 
trator  may  make  the  computations  nec 
essary  to  the  marketwide  pooling  opera 
tion  and  compute  the  uniform  price  to 
producers.  Handlers  would  also  be  re 
quired  to  submit  payroll  reports  which 
would  show  the  details  of  milk  receipts 
from  each  producer,  the  value  of  the  milk 
received  from  the  producer,  deductions 
therefrom,  and  net  amount  paid  to  the 
producer. 

The  order  should  provide  limitations 
on  the  period  of  time  handlers  shall  re 
tain  books  afid  records  which  are  re 
quired  to  be  made  available  to  the 
market  administrator,  and  on  the  period 
of  time  in  which  obligations  under  the 
order  shall  terminate.  The  provision 
made  in  this  regard  is  identical  in  princi 
pie  with  the  general  amendment  made 
to  all  orders  in  operation  on  July  30, 
1947,  effective  February  22,  1949,  and 
the  Secretary’s  decision  of  January  26, 
1949  (14  P.  R.  444),  covering  the  reten 
tion  of  records  and  limitation  of  claims 
is  equally  applicable  in  this  situation 
and  is  adopts  as  a  part  of  the  decision. 

(d)  Time  schedule.  Dates  must  be 
prescribed  for  announcing  prices,  filing 
reports  and  making  payments.  'The  fol 
lowing  time  schedules  should  allow  all 
interested  persons  adequate  time  to  per¬ 
form  each  function.  (These  time  limits 
apply  to  the  indicated  day  of  the  month 
following  the  month  for  which  compu 
tatibns  are  being  made.) 

Day  of  the  month  and  function 

5th — Announcement  of  class  prices  by  mar 
ket  administrator. 

8th — Submission  of  monthly  report  of  re¬ 
ceipts  and  utilization  by  handlers. 

13th — Announcement  of  unifcs-m  price  and 
names  of  handlers  who  received  producer 
milk  and  notihcatlon  to  handlers  of  tbe 
value  of  their  producer  milk  by  market 
administrator. 

14th — Pa3rment  by  handlers  of  amounts  due 
to  producer-settlement  fund  and  lor  e»* 
penses  of  administration. 

16th — Payments  by  handlers  to  cooperative 
associations  and  by  market  administrator 
out  of  producer-settlement  fund. 

18th — ^Payments  by  handlers  to  producers 

(f)  Milk  subject  to  other  Federal 
orders.  A  handler  who  operates  a  plant 
at  which  minimum  prices  to  dairy  farm 
ers  are  established  under  another  order 
issued  pursuant  to  the  act,  but  neverthe 
less  supplies  milk  for  distribution  in  the 
Akron  marketing  area  should  be  exempt 
from  the  provisions  of  this  order,  except 
for  reporting  his  volume  of  Class  I  sales 
in  the  marketing  area.  It  would  be  im 
4>racticable  to  attempt  to  regulate  a 
handler  under  two  separate  orders  with 
respect  to  the  same  milk.  The  effective 
regulation  should  be  subject  to  determi 
nation  by  the  Secretary  of  Agriculture 
A  proposal  that  the  Class  I  sales  by  such 
a  handler  in  the  Akron  marketing  area 
be  prorated  between  Akron  producers 
apd  the  producers  for  the  other  market 
is  discussed  elsewhere  in  this  decision. 

General  findings,  (a)  The  proposed 
marketing  agreement  and  the  order  and 
all  of  terms  and  conditions  thereof  will 
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tend  to  effectuate  the  declared  policy  of 
the  act; 

(b)  The  parity  prices  of  milk  as  de¬ 
termined  pursuant  to  section  2  of  the 
act  are  not  reasonable  in  view  of  the 
price  of  feeds,  the  available  supply  of 
feeds,  and  other  economic  conditions 
which  affect  market  supply  and  demand 
for  milk  in  the  marketing  area,  and  the 
minimum  prices  specified  in  the  proposed 
marketing  agreement  and  the  order  are 
such  prices  as  will  reflect  the  aforesaid 
factors,  insure  a  sufficient  quantity  of 
pure  and  wholesome  milk,  and  be  in  the 
public  interest;  and 

(c)  The  proposed  order  will  regulate 
the  handling  of  milk  in  the  same  manner 
as,  and  will  be  applicable  only  to  persons 
in  the  respective  classes  of  industrial  and 
commercial  activity  specified  in  a  mar¬ 
keting  agreement  upon  which  a  hearing 
has  been  held. 

Rulings  on  proposed  findings  and  con~ 
elusions.  Briefs  were  filed  on  behalf  of 
a  producer  cooperative  association  and 
milk  distributors  in  the  area.  The  briefs 
contained  statements  of  facts,  proposed 
findings  and  conclusions,  and  arguments 
with  respect  to  the  provisions  of  the  pro¬ 
posed  order.  Every  point  covered  in  the 
briefs  was  carefully  considered  along 
with  the  evidence  in  the  record  in  mak¬ 
ing  the  findings  and  reaching  the  con¬ 
clusions  hereinbefore  set  forth.  To  the 
extent  that  the  findings  and  conclusions 
proposed  in  the  briefs  are  inconsistent 
with  the  findings  and  conclusions  con¬ 
tained  herein,  the  request  to  make  such 
findings  or  to  reach  such  conclusions  is 
denied  on  the  basis  of  the  facts  found 
and  stated  in  connection  with  the  con¬ 
clusions  in  this  recommended  decision. 

Recommended  marketing  agreement 
and  order.  The  following  order  is  rec¬ 
ommended  as  the  appropriate  means 
whereby  the  foregoing  conclusions  may 
be  carried  out.  The  recommended  mar¬ 
keting  agreement  is  not  included  in  this 
decision  because  the  regulatory  provi¬ 
sions  thereof  would  be  identical  with 
those  contained  in  the  order. 

DEFINITIONS 

5  960.1  ’Act.  “Acf*  means  Public  Act 
No.  10.  73d  Congress,  as  amended,  and 
as  reenacted  and  amended  by  the  Agri¬ 
cultural  Marketing  Agreement  Act  of 
1937,  as  amended  (7  U.  S.  C.,  601  et  seq.). 

§  960.2  Secretary.  “Secretary”  means 
the  Secretary  of  Agriculture  of  the 
United  States  or  any  other  officer  or  em¬ 
ployee  of  the  United  States  authorized 
to  exercise  the  powers  and  to  perform 
the  duties  of  the  said  Secretary  of 
Agriculture. 

§  960.3  Marketing  Area.  The  Akron, 
Ohio,  Marketing  Area,  hereinafter  re¬ 
ferred  to  as  “marketing  area”  means  all 
territory,  including  but  not  limited  to  all 
municipal  corporations  ‘  within  the 
boundaries  of :  Summit  County  excepting 
sections  25,  26,  27,  34,  35,  and  36  in 
Greene  Township;  and  including  Frank¬ 
lin,  Ravenna,  Brimfield,  and  Suffield 
Townships  in  Portage  County  (except¬ 
ing  lots  1,  2,  9.  10,  11,  12,  19.  20.  21, 
22.  29.  30.  31,  32,  39,  and  40  in  Suffield 
Township. 


§  960.4  Handler.  “Handler”  means 
any  person  (a)  in  his  capacity  as  the 
operator  of  a  plant  where  milk  is  pro¬ 
cessed  and  packaged  for  distribution  on 
a  route  (s)  in  the  marketing  area,  and  (b) 
any  cooperative  association  with  respect 
to  the  milk  of  any  producer  which  such 
cooperative  association  causes  to  be  di¬ 
verted  from  producers’  farms  to  a  non¬ 
pool  plant  for  the  account  of  such 
cooperative  association. 

§  980.5  Pool  plant.  “Pool  plant” 
means  any  plant  at  which  milk  received 
from  dairy  farmers  is  packaged  and  dis- 
Jtributed  as  Class  I  milk  on  a  route  (s) 
wholly  or  partially  within  the  marketing 
area,  except  plants  exempted  pursuant  to 
§  960.80. 

§  960.6  Nonpool  plant.  “Nonpool 
plant”  means  a  plant  other  than  a  plant 
operated  by  a  producer-handler,  during 
such  months  as  it  is  not  a  pool  plant. 

§  960.7  Producer.  “Producer”  means 
any  person  other  than  a  producer- 
handler  who  produces  milk  which  has 
approval  of  the  health  authorities  of  any 
community  in  the  marketing  area  for 
consumption  as  fluid  milk  in  such  com¬ 
munity  and  is  received  at  a  pool  plant. 
This  definition  shall  include  any  such 
person  who  is  regularly  designated  as  a 
producer  but  whose  milk  is  caused  to  be 
diverted  to  a  plant,  other  than  a  pool 
plant,  by  a  handler  for  his  account.  Milk 
so  diverted  shall  be  deemed  to  have  been 
received  at  a  pool  plant  by  the  handler 
or  cooperative  association  which  caused 
it  to  be  diverted. 

§  960.8  Producer  milk.  “Producer 
milk”  means  skim  milk  and  butterfat 
contained  in  milk  received  from 
producers. 

S  960.9  Other  source  milk.  “Other 
source  milk”  means  all  skim  milk  and 
butterfat  contained  in  milk,  skim  milk, 
or  cream,  used  to  produce  all  other  milk 
products,  received  from  all  sources  other 
than  producers  and  pool  plants. 

§  960.10  Producer-handler.  “Pro¬ 
ducer-handler”  means  any  person  who 
(a)  produces  milk;  (b)  receives  no  milk 
from  producers  or  from  other  sources; 
and  (c)  operates  a  plant  from  which  a 
route  (s)  is  operated  wholly  or  partially 
within  the  marketing  area. 

§  960.11  Route.  “Route”  means  a 
sale  or  delivery  (including  a  sale  from 
a  plant  or  store)  of  Cfiass  I  milk  to  a 
wholesale  or  retail  stop(s). 

§  960.12  Person.  “Person”  means  any 
individual,  partnership,  corporation,  as¬ 
sociation,  or  any  other  business  unit. 

5  960.13  Department  of  Agriculture. 
“Department  of  Agriculture”  means  the 
United  States  Department  of  Agriculture. 

§  960.14  Cooperative  association.  “Co¬ 
operative  association”  means  any  cooper¬ 
ative  marketing  association  of  produc¬ 
ers  which  the  Secretary  determines  after 
application  by  the  association;  (a)  to 
be  qualified  under  the  provisions  of  the 
act  of  Congress  of  February  18,  1922, 
as  amended,  known  as  the  “Capper- 
Volstead  Act”;  (b)  to  have  full  au¬ 
thority  in  the  sale  of  milk  of  its  members 


and  to  be  engaged  in  making  collective 
sales  or  marketing  milk  or  its  products 
for  its  members;  and  (c)  to  have  all  of 
its  activities  under  the  control  of  its 
members. 

MARKET  ADMINISTRATOR 

§  960.20  Designation.  The  agency  for 
the  administration  of  this  subpart  shall 
be  a  market  administrator  who  shall  be 
a  person  selected  by  the  Secretary.  Such 
person  shall  be  entitled  to  such  compen¬ 
sation  as  may  be  determined  by,  and 
shall  be  subject  to  removal  at  the  dis¬ 
cretion  of,  the  Secretary. 

§  960.21  Powers.  The  market  admin¬ 
istrator  shall  have  the  power  to: 

(a)  Administer  all  of  the  terms  and 
provisions  of  this  subpart; 

(b)  Make  rules  and  regulations  to 
effectuate  the  terms  and  provisions  of 
this  subpart; 

(c)  Receive,  investigate,  and  report  to 
the  Secretary  complaints  of  violations 
of  this  subpart;  and 

(d)  Recommend  to  the  Secretary 
amendments  to  this  subpart. 

§  960.22  Duties.  The  market  admin¬ 
istrator  shall  perform  all  duties  neces¬ 
sary  to  administer  the  terms  and  pro¬ 
visions  of  this  subpart,  including  but 
not  limited  to  the  following : 

(a)  Within  30  days  following  the  date 
on  which  he  enters  upon  his  duties  or 
such  lesser  period  as  may  be  prescribed 
by  the  Secretary,  execute  and  deliver  to 
the  Secretary  a  bond,  effective  as  of  the 
date  on  which  he  enters  upon  his  duties 
as  market  administrator  and  conditioned 
upon  the  faithful  performance  of  such 
duties,  in  an  amount  and  with  surety 
thereon  satisfactory  to  the  Secretary; 

(b)  Employ  and  fix  the  compensation 
of  such  persons  as  may  be  necessary  to 
enable  him  to  administer  the  terms  and 
provisions  of  this  subpart; 

(c)  Obtain  a  bond  in  reasonable 
amount  and  with  reasonable  surety 
thereon  covering  each  employee  who 
handles  funds  entrusted  to  the  market 
administrator; 

(d)  Pay  out  of  the  funds  provided  by 
§  960.75,  (1)  the  costs  of  his  bond  and 
of  the  bonds  of  those  of  his  employees 
who  handle  funds  entrusted  to  the 
market  administrator,  (2)  his  own  com¬ 
pensation.  and  (3)  all  other  expenses 
(except  those  incurred  under  §  960.76) 
necessarily  incurred  by  him  in  the  main¬ 
tenance  and  functioning  of  his  office  in 
the  performance  of  his  duties; 

(e)  Keep  such  books  and  records  as 
will  clearly  refiect  the  transactions  pro¬ 
vided  for  in  this  subpart  and  upon  re¬ 
quest  by  the  Secretary  surrender  the 
same  to  his  successor  or  to  such  other 
person  as  the  Secretary  may  designate. 

(f)  Publicly  announce  unless  other¬ 
wise  directed  by  the  Secretary  by  posting 
in  a  conspicuous  place  in  his  office  and  by 
such  other  means  as  he  deems  appropri¬ 
ate  the  name  of  any  person  who,  within 
8  days  after  the  day  upon  which  he  is 
required  to  perform  such  acts,  has  not 
made  reports  pursuant  to  §  960.30  or 
§  960.31  or  payments  pursuant  to 
§§  960.70,  960.72,  960.74,  960.75,  960.76,  or 
960.77; 
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(g)  Submit  his  books  and  records  to 
examination  and  furnish  such  informa¬ 
tion  and  verified  reports  as  may  be  re¬ 
quested  by  the  Secretary ; 

(h)  Audit  all  reports  and  payments  by 
each  handler  by  inspection  of  such  han¬ 
dler’s  records  and  of  the  records  of  any 
other  person  upon  whose  utilization  the 
classification  of  skim  milk  and  butterfat 
for  such  handler  depends;  and 

(i)  Publicly  announce  by  posting  in  a 
conspicuous  place  in  his  office  and  by 
such  other  means  as  he  deems  appro¬ 
priate; 

(1)  On  or  before  the  5th  day  of  each 
month  the  minimum  class  prices  for  the 
preceding  month  for  milk  of  3.5  percent 
butterfat  content  and  for  skim  milk  and 
butterfat,  as  computed  pursuant  to 
§§  960.50  and  960.51. 

(2)  On  or  before  the  13th  day  of  each 
month  the  uniform  prices  for  the  pre¬ 
ceding  month  computed  pursuant  to 
S  960.61,  the  butterfat  differential  for  the 
preceding  month  computed  pursuant  to 
§  960.74,  and  the  name  of  each  handler 
who  received  producer  milk  during  the 
preceding  month  and  the  percentages  of 
such  milk  which  was  classified  as  Class  I 
milk  and  as  Class  n  milk. 

(j)  Prepare  and  disseminate,  for  the 
benefit  of  producers,  consumers,  and 
handlers,  such  information  concerning 
the  operation  of  this  subpart  as  does  not 
reveal  confidential  information. 

REPORTS,  RECORDS  AND  FACILITIES 

I  960.30  Monthly  reports  of  receipts 
and  utilization.  On  or  before  the  8th 
day  of  each  month,  each  handler  who 
operates  a  pool  plant  shall,  with  respect 
to  milk  or  milk  products  which  were  re¬ 
ceived  or  produced  by  such  handler  dur¬ 
ing  such  month,  report  to  the  market 
administrator  in  the  detail  and  form  pre¬ 
scribed  by  the  market  administrator,  as 
follows: 

(a)  The  quantities  of  butterfat  and 
skim  milk  contained  in  milk  received 
from  producers,  or  produced  by  the 
handler; 

(b)  The  quantities  of  butterfat  and 
skim  milk  contained  in  or  used  to  pro¬ 
duce  receipts  of  milk  and  milk  products 
from  other  handlers; 

(c)  The  quantities  of  butterfat  and 
skim  milk  contained  in  or  used  to  pro¬ 
duce  receipts  of  other  source  milk  (ex¬ 
cept  Class  II  products  disposed  of  in  the 
form  in  which  received  without  further 
processing  o  r  packaging  by  the 
handler) ; 

(d)  The  utilization  of  all  butterfat 
and  skim  milk  the  receipt  of  which  is  re¬ 
quired  to  be  reported  pursuant  to  t.hi.q 
section; 

(e)  TTie  pounds  of  butterfat  and  skim 
milk  contained  in  all  milk,  skim  milk, 
and  cream  and  other  Class  I  products 
on  hand  at  the  beginning  and  at  the  end 
of  the  month; 

(f)  Such  other  information  with  re¬ 
spect  to  the  use  of  milk  as  the  market 
administrator  may  request. 

S  960.31  Other  reports.  Other  re¬ 
ports  shall  be  submitted  to  the  market 
administrator  as  follows: 

(a)  Each  producer-handler,  and  each 
handler  who  does  not  operate  a  pool 
plant,  shall  make  reports  at  such  time 


and  in  such  manner  as  the  market  ad¬ 
ministrator  may  request. 

(b)  On  or  before  the  20th  day  of  each 
month  each  handler  who  operated  a  pool 
plant  at  which  producer  milk  was  re¬ 
ceived  in  the  preceding  month  shall  sub¬ 
mit  such  handler’s  producer  payroll  for 
the  preceding  month  which  shall  show. 
(1)  the  total  pounds  and  the  butterfat 
content  of  milk  received  from  each  pro¬ 
ducer,  (2)  the  amount  and  date  of  pay¬ 
ment  to  each  producer  or  cooperative 
association  pursuant  to  §  960.70,  and  (3) 
the  nature  and  amount  of  each  deduc¬ 
tion  or  charge  made  by  the  handler. 

'  §  960.32  Records  and  facilities.  Each 
handler  and  producer-handler  shall 
maintain  and  make  available  to  the  mar¬ 
ket  administrator  or  to  his  representative 
during  the  usual  hours  of  business  such 
accounts  and  records  of  any  of  his  opera¬ 
tions  and  such  facilities  as  in  the  opinion 
of  the  market  administrator  are  neces¬ 
sary  to  verify  or  to  establish  the  correct 
data  with  respect  to:  (a)  The  receipts 
and  utilization  or  disposition  of  all  skim 
milk  and  butterfat  received,  including 
all  milk  products  received  and  disposed 
of  in  the  same  form;  (b)  the  weights 
and  tests  for  butterfat,  skim  milk  and 
other  contents  of  all  milk  and  milk  prod¬ 
ucts  handled;  and  (c)  all  payments  re¬ 
quired  to  be  made  by  such  handler  pur¬ 
suant  to  §§  960.70,  960.72,  960.74,  960.75, 
960.76,  and  960.77. 

§  960.33  Retention  of  records.  All 
books  and  records  required  under  this 
subpart  to  be  made  available  to  the  mar¬ 
ket  administrator  shall  be  retained  by 
the  handler  or  producer-handler  for  a 
period  of  three  years  to  begin  at  the  end 
of  the  calendar  month  to  which  such 
books  and  records  pertain:  Provided, 
That  if  within  such  three-year  period 
the  market  administrator  notifies  the 
handler  or  producer-handler  in  writing 
that  the  retention  of  such  books  and  rec¬ 
ords  or  of  specified  books  and  records  is 
necessary  in  connection  with  a  proceed¬ 
ing  under  section  8c  (15)  (A)  of  the  act 
or  a  court  action  specified  in  such  notice 
the  handler  or  producer-handler  shall 
retain  such  books  and  records  or  specified 
books  and  records  until  further  written 
notification  from  the  market  administra¬ 
tor.  In  either  case  the  market  ad¬ 
ministrator  shall  give  further  written 
notification  to  the  handler  or  producer- 
handler  promptly  upon  the  termination 
of  the  litigation  or  when  the  records  are 
no  longer  necessary  in  connection  there¬ 
with. 

CLASSIFICATION 

5  960.40  Skim  milk  and  butterfat  to 
he  classified.  All  skim  milk  and  butter¬ 
fat  received  at  a  pool  plant  from  any 
source  shall  be  classified  pursuant  to 
§§  960.41  through  960.44. 

§  960.41  Classes  of  utilization.  Sub¬ 
ject  to  the  conditions  set  forth  in 
J  §  960.43  and  960.44,  the  classes  of  utili¬ 
zation  shall  be: 

(a)  Class  I  utilization  shall  be  all  skim 
milk  (including  the  skim  milk  equivalent 
of  concentrated  products)  and  butterfat 
(1)  disposed  of  for  consumption  in  fluid 
form  as  milk,  skim  milk,  buttermilk,  fla¬ 
vored  milk;  flavored  milk  drinks,  concen¬ 
trated  milk  not  in  hermetically  sealed 


cans,  cream,  including  sour  cream  or  any 
mixture  of  cream  and  milk  or  skim  milk, 
or  (2)  not  accounted  for  as  Class  II 
utilization. 

(b)  Class  n  utilization  shall  be  all  skim 
milk  and  butterfat  (1)  used  to  produce 
any  product  other  than  those  specified 
In  paragraph  (a)  of  this  section;  (2)  dis¬ 
posed  of  for  livestock  feed  or  skim  milk 
dumped  subject  to  prior  notification  to 
and  inspection  (at  his  discretion)  by  the 
market  administrator;  (3)  in  shrinkage 
of  producer  milk  up  to  2  percent  of  re¬ 
ceipts  from  producers;  or  (4)  in  shrink¬ 
age  of  other  source  milk. 

§  960.42  Shrinkage,  (a)  If  producer 
milk  is  utilized  in  conjunction  with  other 
source  milk,  the  shrinkage  shall  be  al¬ 
located  pro  rata  between  the  receipts  of 
skim  milk  and  butterfat  in  producer  milk 
and  other  source  milk. 

(b)  Producer  milk  transferred  or  di¬ 
verted  by  a  handler  from  his  pool  plant 
to  another  pool  plant  without  fifst  hav¬ 
ing  been  received  for  purposes  of  weigh¬ 
ing  in  the  transferring  or  diverting  han-^ 
dler’s  pool  plant  shall  be  included  in  the 
receipts  at  the  pool  plant  to  which  such 
milk  was  transferred  or  diverted  for  the 
purpose  of  computing  shrinkage  and 
shall  be  excluded  from  the  receipts  at 
the  transferring  or  diverting  handler’s 
pool  plant  for  such  purpose. 

§  960.43  Responsibility  of  handlers 
and  reclassification  of  milk.  All  skim 
milk  and  butterfat  contained  in  pro¬ 
ducer  milk  and  in  other  source  milk  re¬ 
ceived  by  a  handler  shall  be  classified  as 
Class  I  milk  unless  the  handler  proves 
to  the  market  administrator  that  such 
skim  milk  and  butterfat  or  a  portion 
thereof  ihould  be  classified  as  Class  II 
milk.  Any  skim  milk  or  butterfat  which 
is  classified  in  Class  n  shall  be  reclassi¬ 
fied  to  cnass  I  if  subsequent  to  the  orig¬ 
inal  classification  such  skim  milk  or 
butterfat  is  handled  in  such  a  manner 
as  to  justify  its  reclassification. 

5  960.44  Transfers,  (a)  Skim  milk 
and  butterfat  disposed  of  from  a  pool 
plant  to  another  pool  plant  in  the  form 
of  milk,  skim  milk  or  cream  shall  be 
Class  I  utilization  unless  Class  n  utili¬ 
zation  is  indicated  by  the  operators  of 
both  plants  in  their  reports  submitted 
pursuant  to  §  960.30:  Provided,  That  in 
no  event  shall  the  amount  so  classified 
as  Class  n  be  greater  than  the  amount 
of  producer  milk  used  in  such  class  in 
the  pool  plant  of  the  transferee  handler 
after  allocating  other  source  milk  in 
such  plant  in  series  beginning  with  the 
lowest  priced  utilization. 

(b)  Skim  milk  and  butterfat  moved  in 
tlie  form  of  milk,  skim  milk  or  cream 
from  a  pool  plant  to  a  handler  described 
in  §  960.80  or  to  a  nonpool  plant  shall 
be  Class  I  utilization  imless  all  of  the 
following  conditions  are  met: 

(1)  Class  n  utilization  is  indicated  by 
the  operator  of  the  pool  plant  in  his  re¬ 
port  submitted  pursuant  to  §  960.30. 

(2)  The  operator  of  such  nonpool  plant 
in  the  month  of  such  movement  had 
actually  used  an  equivalent  amount  of 
skim  milk  and  butterfat  in  Class  n,  or 
moved  such  amount  to  another  nonpool 
plant  which  meets  the  requirements  of 
subparagraph  (3)  of  this  paragraph  and 
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utilized  in  the  month  an  equivalent 
amount  of  skim  milk  and  butterfat  in 
Class  n. 

(3)  The  operator  of  the  nonpool  plant 
maintains  books  and  records  which  are 
made  available  for  examination  upon  re¬ 
quest  by  the  market  administrator  and 
which  are  adequate  for  the  verification 
of  such  Class  n  utilization. 

(c)  Skim  milk  and  butterfat  trans¬ 
ferred  in  the  form  of  milk,  skim  milk,  or 
cream  to  a  producer-handler  shall  be 
classified  as  Class  I  milk. 

§  960.45  Computation  of  skim  milk 
and  butterfat  in  each  class.  For  each 
month  the  market  administrator  shall 
correct  for  mathematical  and  for  other 
obvious  errors  the  report  submitted  by 
each  handler ' pursuant  to  §  960.30  and 
shall  compute  separately  the  pounds  of 
skim  milk  and  butterfat  in  each  class. 

§  960.46  Allocation  of  butterfat.  The 
pounds  of  butterfat  remaining  after 
making  the  following  computations  shall 
be  the  pounds  in  each  class  allocated  to 
milk  received  from  producers: 

(a)  Subtract  from  the  total  pounds  of 
butterfat  in  Class  II  utilization,  the 
pounds  of  butterfat  shrinkage  allowed 
pursuant  to  §  960.41  (b)  (3) ; 

(b)  Subtract  from  the  total  pounds  of 
butterfat  in  each  class,  in  series  begin¬ 
ning  with  the  lowest  priced  utilization, 
the  pounds  of  butterfat  in  other  source 
milk; 

(c)  Subtract  from  the  pounds  of  but¬ 
terfat  in  each  class  the  pounds  of  butter¬ 
fat  contained  in  milk  or  milk  products 
received  in  packaged  form  which  were 
classified  and  priced  under  another  Fed¬ 
eral  order  and  disposed  of  in  the  same 
form  as  received; 

(d)  Subtract  from  the  pounds  of  but¬ 
terfat  remaining  in  each  class  the  pounds 
of  butterfat  received  from  other  handlers 
in  such  classes  pursuant  to  §  960.44  (a) : 
and 

(e)  Add  to  the  remaining  pounds  of 
butterfat  in  Class  II  utilization  the 
pounds  subtracted  pursuant  to  para¬ 
graph  (a)  of  this  section. 

(f )  If  the  remaining  pounds  of  butter¬ 
fat  in  both  classes  exceed  the  pounds  of 
butterfat  in  milk  received  from  pro¬ 
ducers,  subtract  such  excess  from  the 
remaining  pounds  of  butterfat  in  each 
class  in  series,  beginning  with  the  low¬ 
est-priced  utilization. 

§  960.47  Allocation  of  skim  milk.  Al¬ 
locate  the  pounds  of  skim  milk  in  each 
class  to  milk  received  from  producers  in 
a  manner  similar  to  that  prescribed  for 
butterfat  in  §  960.46. 

MINIMUM  PRICES 

§  960.50  Class  I  price.  During  the 
two  year  period  following  the  effective 
date  of  this  subpart,  the  minimum  price 
per  hundredweight  to  be  paid  by  each 
handler,  f.  o.  b.  his  pool  plant,  for  milk 
of  3.5  percent  butterfat  content  received 
from  producers  or  from  cooperative  as¬ 
sociations  during  the  month,  which  is 
classified  as  Class  I  utilization  shall  be  5 
cents  less  than  the  Class  I  price  as  de¬ 
termined  pursuant  to  §  975.61  (a)  of 
this  chapter,  exclusive  of  the  proviso 
contained  therein,  of  the  order,  as 
amended,  regulating  the  handling  of 


milk  in  th«  Cleveland,  Ohio,  marketing 
area  (Order  No.  75,  Part  975  of  this 
chapter) . 

5  960.51  Class  II  price.  The  mini¬ 
mum  price  per  hundredweight  to  be 
paid  by  each  handler,  f.  o.  b.  his  pool 
plant,  for  milk  of  3.5  percent  butterfat 
content  received  from  producers  or  from 
cooperative  associations  during  the 
month,  which  is  classified  as  Class  II 
utilization  shall  be  the  higher  of  the 
prices  computed  by  the  market  adminis¬ 
trator  pursuant  to  paragraphs  (a)  or  (b) 
of  this  section. 

(a)  The  average  of  the  basic  (or  field) 
prices  ascertained  to  have  been  paid  or 
to  be  paid  per  hundredweight  for  milk 
of  3.5  percent  butterfat  content  received 
from  farmers  during  the  month  at  the 
following  plants  or  places  for  which 
prices  have  been  r^orted  to  the  market 
administrator  or  to  the  Department  of 
Agriculture  by  the  companies  indicated 
below : 

Present  Operator  and  Location 

Borden  Co.,  Mount  Pleasant,  Mich. 

Borden  Co.,  New  London,  Wis. 

Borden  Co..  Orfordville,  Wis. 

Carnation  Co.,  Berlin,  Wis. 

Carnation  Co.,  Chilton,  Wis. 

Carnation  Co.,  Oconomowoc,  Wis. 

Carnation  Co.,  Richland  Center,  Wis. 

Carnation  Co.,  Sparta,  Mich. 

Pet  Milk  Co.,  Coopersville,  Mich. 

Pet  Milk  Co.,  Hudson,  Mich. 

Pet  Milk  Co..  Bellsville,  Wis. 

Pet  Milk  Co.,  New  Glarus,  Wis. 

Pet  Milk  Co.,  Wayland.  Mich. 

White  House  Milk  Co.,  Manitowoc,  Wis. 

White  House  Milk  Co.,  West  Bend.  Wis. 

(b)  The  price  computed  by  adding  to¬ 
gether  the  plus  amounts  pursuant  to 
subparagraphs  (1)  and  (2)  of  this 
paragraph : 

(1)  From  the  simple  average,  as  com¬ 
puted  by  the  market  administrator,  of 
the  daily  wholesale  selling  prices  (using 
the  midpoint  of  any  price  range  as  one 
price)  of  Grade  A  (92-score)  bulk  cream¬ 
ery  butter  per  pound  at  Chicago  as  re¬ 
ported  by  the  Department  of  Agriculture 
during  the  month,  subtract  3  cents,  add 
20  percent  of  the  resulting  amount,  and 
then  multiply  by  3.5. 

(2)  From  the  simple  average,  as  com¬ 
puted  by  the  market  administrator,  of 
the  weighted  averages  of  the  carlot 
prices  per  pound  for  nonfat  dry  milk 
solids,  spray  and  roller  process,  respec¬ 
tively,  for  human  consumption,  f.  o.  b. 
manufacturing  plants  in  the  Chicago 
area,  as  published  for  the  period  from 
the  26th  day  of  the  immediately  preced¬ 
ing  month  through  the  25th  day  of  the 
month  for  which  prices  are  being  com¬ 
puted  by  the  Department  of  Agriculture, 
deduct  5.5  cents,  and  multiply  by  8.2. 

§  960.52  Handler  butterfat  different 
tials.  If  the  average  butterfat  content 
of  the  milk  of  any  handler  allocated  to 
any  class  is  more  or  less  than  3.5  per¬ 
cent,  there  shall  be  added  to  the  prices 
of  milk  for  each  class  as  computed  pur¬ 
suant  to  §§  960.50  and  960.51  for  each 
one-tenth  of  one  percent  that  the 
average  butterfat  content  of  such  milk 
is  above  3.5  percent,  or  subtracted  for 
one-tenth  of  one  percent  that  such 
average  butterfat  content  is  below  3.5 
percent,  an  amount  equal  to  the  average 


daily  wholesale  price  per  pound  of  Grade 
A  (92  score)  bulk  creamery  butter  per 
pound  at  Chicago  as  reported  by  the 
Department  of  Agriculture  during  the 
month,  multiplied  by  the  following 
factors: 

(a)  Class  I  milk.  Multiply  by  1.3,  and 
divide  the  result  by  10. 

(b)  Class  II  milk.  Multiply  by  1.15, 
and  divide  the  result  by  10. 

DETERMINATION  OF  UNIFORM  PRICE 

§  960.60  Value  of  producer  milk  for 
each  handler.  The  value  of  producer 
milk  received  or  delivered  during  the 
month  by  each  handler  who  operates  a 
pool  plant  shall  be  a  sum  of  money  com¬ 
puted  by  the  market  administrator  by 
multiplying  by  the  applicable  class  price, 
adjusted  pursuant  to  §  960.52,  the  total 
combined  hundredweight  of  skim  milk 
and  butterfat  received  from  producers 
allocated  to  each  class  pursuant  to 
§§  960.46  and  960.47,  adding  together  the 
resulting  amounts,  and  if  such  handler 
has  a  utilization  greater  than  has  been 
accounted  for  as  received  from  all 
sources,  add  an  amount  computed  by 
multiplying  any  such  excess  utilization 
classified  pursuant  to  §  960.46  (f)  and 
§  960.47  by  the  applicable  class  prices. 

§  960.61  Computation  of  uniform 
price.  For  each  month  the  market  ad¬ 
ministrator  shall  compute  a  uniform 
price  per  hundredweight  of  milk  con¬ 
taining  3.5  percent  of  butterfat  to  be 
paid  to  producers  delivering  milk  to  any 
pool  plant  as  follows:  -- 

(a)  Combine  into  one  total  the  value 
of  producer  milk  for  each  handler  as 
computed  pursuant  to  §  960.60  for  all 
handlers  who  reported  pursuant  to 
§  960.30  for  such  month,  except  those  in 
default  in  payments  required  pursuant 
to  §  960.72  for  the  preceding  month. 

(b)  Add  the  total  amount  of  all  pay¬ 
ments  made  pursuant  to  §  960.72  (b) ; 

(c)  Add  any  amounts  paid  into  the 
producer-settlement  fund  and  subtract 
any  amounts  paid  out  of  the  producer- 
settlement  fund  pursuant  to  §  960.77; 

(d)  Add  an  amount  representing  not 
less  than  one-half  of  the  unobligated 
balance  in  the  producer-settlement  fund 
exclusive  of  the  amounts  added  or  sub¬ 
tracted  pursuant  to  paragraphs  (b)  and 

(c)  of  this  section; 

(e)  Subtract,  if  the  weighted  average 
butterfat  test  of  all  producer  milk  rep¬ 
resented  by  the  amounts  included  under 
paragraph  (a)  of  this  section  is  greater 
than  3.5  percent,  or  add,  if  the  weighted 
average  butterfat  test  of  such  milk  is 
less  than  3.5  percent,  an  amount  com¬ 
puted  by  multiplying  the  total  pounds 
of  butterfat  represented  by  the  differ¬ 
ence  of  such  weighted  average  butterfat 
test  from  3.5  percent  by  the  butterfat  dif¬ 
ferential  computed  pursuant  to  §  960.74 
multiplied  by  10; 

(f)  Divide  the  resulting  amount  by 
the  total  hundredweight  of  producer 
milk  received  by  all  handlers  during  the 
month  for  which  uniform  prices  are  be¬ 
ing  computed ; 

(g)  Subtract  not  less  than  4  cents  nor 
more  than  5  cents,  and  the  result  shall 
be  the  uniform  price  to  be  paid  per  hun¬ 
dredweight  of  milk  contaiittng  3.5  per¬ 
cent  of  butterfat  to  producers  who 
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delivered  milk  during  the  month  for 
which  uniform  prices  are  being  com¬ 
puted. 

§  960.62  NotiAcation.  On  or  before 
the  13th  day  of  each  month  the  market 
administrator  shall  notify  each  handler 
who  submitted  a  report  for  the  preced¬ 
ing  month  pursuant  to  §  960.30  of: 

(a)  The  classification  pursuant  to 
$§  960.46  and  960.47  of  skim  milk  and 
butterfat  contained  in  producer  milk  re¬ 
ceived  by  such  handler  during  the  pre¬ 
ceding  month  and  the  value  of  such  milk 
computed  pursuant  to  §  960.60; 

<b)  The  uniform  prices  for  the  pre¬ 
ceding  month  computed  pursuant  to 
i  960.61;  and 

ic)  The  amount  due  such  handler 
pursuant  to  S  960.73  and  the  amount  to 
be  paid  by  such  handler  pursuant  to 
{S  960.72,  960.75,  and  960.76. 

PAYMENTS 

'  S  960.70  Time  and  method  of  pay- 
ment.  (a)  Except  as  provided  by  para¬ 
graph  (b)  of  this  section,  on  or  before  the 
18th  day  after  the  end  of  each  delivery 
period,  each  handler  (except  a  coopera¬ 
tive  association)  shall  pay  each  producer 
for  milk  received  from  him  within  such 
delivery  period,  not  less  than  an  amount 
of  money  computed  by  multiplying  the 
total  pounds  of  such  milk  by  the  uniform 
price,  adjusted  by  the  butterfat  differ¬ 
ential  pursuant  to  §  960.74 :  Provided, 
That  if  by  such  date  such  handler  has 
not  received  full  payment  for  such  de¬ 
livery  period  pursuant  to  §  960.73  he  may 
reduce  such  payments  uniformly  per 
hundredweight  for  all  producers,  by  an 
amount  not  in  excess  of  the  per  hun¬ 
dredweight  reduction  in  payment  from 
the  market  administrator;  however, 
the  handler  shall  make  such  balance  of 
payment  to  those  producers  to  whom  it 
is  due  on  or  before  the  date  for  making 
payments  pursuant  to  this  paragraph 
next  following  that  on  which  such  bal¬ 
ance  of  pajrment  is  received  from  the 
market  administrator. 

(b)  (1)  Upon  receipt  of  a  written  re¬ 
quest  from  a  cooperative  association 
which  the  Secretary  determines  is  au¬ 
thorized  by  its  members  to  collect  pay¬ 
ment  for  their  xnilk  and  receipt  of  a 
written  promise  to  reimburse  the  handler 
the  amount  of  any  actual  loss  incurred 
by  him  because  of  any  improper  claim 
on  the  part  of  the  association,  each  han¬ 
dler  shall  (i)  pay  to  the  cooperative  asso¬ 
ciation  on  or  before  the  16th  day  of  each 
month,  in  lieu  of  payments  pursuant  to 
paragraph  (a)  of  this  section  an  amount 
eqxial  to  the  gross  sum  due  for  all  milk 
received  from  certified  members,  less 
amounts  owing  by  each  member-pro¬ 
ducer  to  the  handler  for  supplies  pur¬ 
chased  from  him  on  prior  written  order 
or  as  evidenced  by  a  delivery  ticket 
signed  by  the  producer  and  submit  to  the 
cooperative  association  written  informa¬ 
tion  which  shows  for  each  such  member- 
producer  (a)  the  total  pounds  of  milk 
received  from  him  during  the  preceding 
month,  (b)  the  total  pounds  of  butterfat 
contained  in  such  milk,  (c)  the  number 
of  days  on  which  milk  was  received,  and 
(d)  the  amounts  withheld  by  the  handler 
In  payment  for  supplies  sold.  The  fore¬ 
going  payment  and  submission  of  infor¬ 


mation  shall  be  made  with  respect  to 
milk  of  each  producer  whom  the  coopera¬ 
tive  association  certifies  is  a  member, 
which  is  received  on  and  after  the  first 
day  of  the  calendar  month  next  follow¬ 
ing  receipt  of  such  certification  through 
the  last  day  of  the  month  next  preceding 
receipt  of  notice  from  the  cooperative 
association  of  a  termination  of  member¬ 
ship  or  until  the  original  request  is 
rescinded  in  writing  by  the  association. 

(2)  A  copy  of  each  such  request,  prom¬ 
ise  to  reimburse  and  certified  list  of 
members  shall  be  filed  simultaneously 
with  the  market  administrator  by  the 
association  and  shall  be  subject  to  verifi¬ 
cation  at  his  discretion,  through  audit 
of  the  records  of  the  cooperative  associa¬ 
tion  pertaining  thereto.  "Exceptions,  if 
any,  to  the  accuracy  of  such  certification 
by  a  producer  claimed  to  be  a  member, 
or  by  a  handler  shall  be  made  by  written 
notice  to  the  market  administrator,  and 
shall  be  subject  to  his  determination. 

§  960.71  Producer-settlement  fund. 
The  market  administrator  shall  establish 
and  maintain  a  separate  fund  known  as 
the  “producer-settlement  fund”  into 
W'hich  he  shall  deposit  all  payments 
made  pursuant  to  §§  960.72  and  960.77 
and  out  of  which  he  shall  make  all  pay¬ 
ments  pursuant  to  §§  960.73  and  960.77. 

§  960.72  Payments  to  the  producer- 
settlement  fund.  On  or  before  the  14th 
day  of  each  month  handlers  shall  make 
payments  to  the  market  administrator 
as  follows: 

(a)  If  the  value  of  producer  milk  re¬ 
ceived  by  a  handler  in  the  preceding 
month  as  computed  pursuant  to  §  960.60 
exceeds  the  amount  which  such  handler 
is  required  to  pay  all  producers  pursuant 
to  §  960.70,  such  handler  shall  pay  the 
difference  between  the  two  amounts. 

(b)  If,  during  the  preceding  month, 
the  total  receipts  from  all  producers  was 
110  percent  or  more  of  the  total  Class  I 
utilization  at  pool  plants,  any  handler 
who  received  other  source  milk  during 
the  preceding  month  which  was  allocated 
to  Class  I  pursuant  to  §  960.46  (b)  or 
S  960.47  shall  pay  an  amount  equal  to  the 
value  of  such  milk  at  the  Class  I  price 
less  the  value  of  such  milk  at  the  Class 
IT  price. 

!  960.73  Payments  out  of  the  pro¬ 
ducer-settlement  fund.  On  or  before  the 
16th  day  of  each  month,  the  market  ad¬ 
ministrator  shall  pay  to  each  handler 
any  amount  by  which  the  sum  required 
to  be  paid  by  such  handler  for  the  pre¬ 
ceding  month  pursuant  to  S  960.70  is 
greater  than  the  total  value  of  the  milk 
of  such  handler  computed  pursuant  to 
§  960.60  for  such  preceding  month  less 
any  unpaid  obligations  of  the  handler  to 
the  market  administrator  pursuant  to 
§5  960.72,  960.75,  960.76  (a),  and  960.77 
(a) :  Provided,  That  if  the  balance  in  the 
producer-settlement  fund  is  insufiBcient 
to  make  payments  to  all  handlers  pur¬ 
suant  to  this  paragraph,  the  market  ad¬ 
ministrator  shall  reduce  such  payments 
by  a  uniform  amount  per  hundredweight 
of  milk  and  shall  complete  such  pay¬ 
ments  as  soon  as  the  necessary  funds 
become  available. 

§  960.74  Producer  "butterfat  differen¬ 
tial.  In  making  pasrments  pursuant  to 


§  960.70  the  uniform  prices  shall  be  ad¬ 
justed  for  each  one-tenth  of  one  percent 
of  butterfat  content  in  the  milk  of  each 
producer  above  or  below  3.5  percent,  as 
the  case  may  be,  by  a  butterfat  differen¬ 
tial  computed  as  follows:  Divide  the  total 
value  of  all  butterfat,  computed  pursuant 
to  §  960.60  by  the  total  pounds  of  butter¬ 
fat  used  in  such  computation  and  divide 
the  result  by  10. 

§  960.75  Expense  of  administration. 
As  his  pro  rata  share  of  the  expense  in¬ 
curred  pursuant  to  §  960.22  (c),  each 
handler  shall  pay  the  market  adminis¬ 
trator  on  or  before  the  16th  day  of  each 
month  3  cents  per  hundredweight  or 
such  lesser  amount  as  the  Secretary  may 
from  time  to  time  prescribe  with  respect 
to  (a)  all  receipts  within  the  preceding 
month  of  producer  milk  (including  such 
handler’s  own  production),  and  (b)  all 
other  source  milk  on  which  payment  is 
made  pursuant  to  §  960.72  (b). 

§  960.76  Marketing  services.  In 
making  payments  to  producers  or  co¬ 
operative  associations  pursuant  to 
§  960.70  a  handler  shall  make  deductions 
and  dispose  of  amounts  so  deducted  as 
follows: 

(a)  Except  as  set  forth  in  paragraph 
(b)  of  this  section  a  handler  shall  deduct 
6  cents  per  hundredweight,  or  such  lesser 
amount  as  the  Secretary  may  from  time 
to  time  prescribe,  with  respect  to  all  pro¬ 
ducer  milk  for  which  payment  is  being 
made  pursuant  to  §  960.70  and  shall  pay 
the  total  amount  of  such  deductions  to 
the  market  administrator  on  or  before 
the  16th  day  after  the  end  of  the  month 
in  which  such  producer  milk  was  re¬ 
ceived.  Such  amount  shall  be  expended 
by  the  market  administrator  to  verify 
weights  and  tests  of  milk  of  producers 
and  to  provide  producers  with  market 
information,  such  service  to  be  per¬ 
formed  by  the  market  administrator  or 
by  an  agent  engaged  by  and  responsible 
to  him. 

(b)  Each  association  of  producers 
which  is  actually  performing  the  serv¬ 
ices  described  in  paragraph  (a)  of  this 
section,  as  determined  by  the  Secretary, 
may  file  with  a  handler  a  claim  for  au¬ 
thorized  deductions  from  the  payments 
otherwise  due  to  its  producer  members 
for  milk  delivered  to  such  handler. 
Such  claim  shall  contain  a  list  of  the 
producers  for  which  such  deductions  ap¬ 
ply,  an  agreement  to  indemnify  the  han¬ 
dler  for  the  amount  of  any  loss  sustained 
by  him  because  of  any  improper  claim 
on  the  part  of  the  association,  and  a 
certification  that  the  association  has  an 
unterminated  membership  contract  with 
each  producer,  which  contract  authorizes 
the  claim  deduction.  In  making  pay¬ 
ments  to  producers  for  milk  received 
during  the  month,  each  handler  shall 
make  deductions  in  accordance  with  the 
association’s  claim  and  shall  pay  the 
amount  deducted  within  16  days  after 
the  end  of  the  month. 

§  960.77  Errors  in  payments.  When¬ 
ever  audit  by  the  market  administrator 
of  any  handler’s  reports,  books,  records 
or  accounts  discloses  errors  or  whenever 
skim  milk  or  butterfat  is  reclassified  pur¬ 
suant  to  §  960.43  resulting  in  monies  due 
(a)  the  market  administrator  from  such 
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handler,  or  such  handler  from  the  mar¬ 
ket  administrator  or  (b)  any  producer  or 
cooperative  association  from  such  han¬ 
dler  pursuant  to  §  960.70  the  market  ad¬ 
ministrator  shall  promptly  notify  such 
handler  of  any  such  amount  due,  and 
payment  thereof  shall  be  made  on  or  be¬ 
fore  the  next  date  for  making  payment 
set  forth  in  the  provision  under  which 
such  error  occurred,  following  the  5th 
day  after  such  notice.  In  computing 
amounts  due  pursuant  to  this  section  the 
class  prices,  the  appropriate  uniform 
price,  the  butterfat  differential,  the  rate 
of  administrative  assessment  pursuant 
to  §  960.75,  and  the  rate  of  marketing 
service  deduction  pursuant  to  §  960.76 
which  were  applicable  in  the  month  for 
which  the  original  calculation  of 
amounts  due  were  made  shall  be  used. 

§  960.78  Termination  of  obligation. 
(a)  The  obligation  of  any  handler  to  pay 
money  required  to  be  paid  under  the 
terms  of  this  subpart  shall,  except  as 
provided  in  paragraphs  (b)  and  (c)  of 
this  section,  terminate  two  years  after 
the  last  day  of  the  calendar  month  dur- 
i  ing  which  the  market  administrator  re¬ 
ceived  the  handler’s  report  of  utilization 
of  the  milk  involved  in  such  obligation, 
unless  within  such  two-year  period  the 
market  administrator  notified  the  han¬ 
dler  in  writing  that  such  money  is  due 
and  payable.  Service  of  such  notice 
shall  be  complete  upon  mailing  to  the 
handler’s  last  known  address,  and  it  shall 
contain  but  need  not  be  limited  to,  the 
following  information: 

(1)  The  amount  of  the  obligation; 

(2)  The  month(s)  during  which  the 
milk,  with  respect  to  which  the  obliga¬ 
tion  exists,  was  received  or  handled;  and 

(3)  If  the  obligation  is  payable  to  one 
or  more  producers  or  to  a  cooperative 
association  the  name  of  such  producers 
or  association,  or  if  the  obligation  is  pay¬ 
able  to  the  market  administrator,  the 
account  for  which  it  is  to  be  paid. 

(b)  If  a  handler  fails  or  refuses,  with 
respect  to  any  obligation  under  this  sub¬ 
part,  to  make  available  to  the  market  ad¬ 
ministrator  or  his  representatives  all 
books  or  records  requir^  by  this  subpart 
to  be  made  available,  the  market  ad¬ 
ministrator  may,  "within  the  two-year 
period  provided  for  in  paragraph  (a)  of 
this  section,  notify  the  handler  in  writing 
of  such  failure  or  refusal.  If  the  market 
administrator  so  notifies  a  handler,  the 
said  two-year  period  with  respect  to  such 
obligation  shall  not  begin  to  run  until  the 
first  day  of  the  calendar  month  following 
the  month  during  which  such  books  and 
records  pertaining  to  such  obligation  are 
made  available  to  the  market  adminis¬ 
trator  or  his  representatives. 

(c>  Notwithstanding  the  provisions  of 
paragraphs  (a)  and  (b)  of  this  section, 
a  handler’s  obligation  under  this  subpart 
to  pay  money  shall  not  be  terminated 
with  respect  to  any  transaction  involving 
fraud  or  willful  concealment  of  a  fact, 
material  to  the  obligation,  on  the  part 
of  the  handler  against  whom  the  obliga¬ 
tion  is  sought  to  be  imposed. 

(d)  Any  obligation  on  the  part  of  the 
market  administrator  to  pay  a  handler 
any  money  which  such  handler  claims  to 
be  due  him  under  the  terms  of  this  sub- 
Part  shall  terminate  two  years  after  the 
No.  161 - 5 


end  of  the  calendar  month  during  which 
milk  involved  in  the  claim  was  received 
if  any  underpayment  is  claimed,  or  two 
years  after  the  end  of  the  calendar 
month  during  which  the  payment  (in¬ 
cluding  deduction  or  set-off  by  the 
market  administrator)  was  made  by  the 
handler  if  a  refund  on  such  payment  is 
claimed,  unless  such  handler,  within 
that  applicable  period  of  time,  files  pur¬ 
suant  to  section  8c  (15)  (A)  of  the  act, 
a  petition  claiming  such  money. 

APPLICATION  OF  PROVISIONS 

§  960.80  Handler  exemption.  A  han¬ 
dler  who  operates  a  plant  located  outside 
the  marketing  area  from  which  an  aver¬ 
age  of  less  than  300  points  (one  point 
being  defined  as  one-half  pint  of  cream 
or  one  quart  of  any  other  Class  I  prod¬ 
uct)  of  Class  I  milk  per  day  is  disposed 
of  during  the  delivery  period  on  a 
route(s)  operating  wholly  or  partly 
within  the  marketing  area,  or  a  handler 
whom  the  Secretary  finds  is  subject,  dur¬ 
ing  the  delivery  period,  to  another  Fed¬ 
eral  order  shall  be  exempted  for  such 
delivery  period  from  all  provisions  of 
this  subpart  except  §§  960.31,  960.32,  and 
960.33. 

§  960.81  Producer -handler.  A  pro¬ 
ducer-handler  shall  be  exempt  from  all 
provisions  of  this  subpart  except  that 
he  shall  make  reports  to  the  market  ad¬ 
ministrator  at  such  time  and  in  such 
manner  as  the  market  administrator 
may  request. 

EFFECTIVE  TIME,  SUSPENSION  OR 
TERMINATION 

§  960.90  Effective  time.  The  provi¬ 
sions  of  this  subpart,  or  any  amendment 
to  this  subpart,  shall  become  effective  at 
such  time  as  the  Secretary  may  declare  ' 
and  shall  continue  in  force  until  sus¬ 
pended  or  terminated.  The  provisions 
of  this  section  shall  apply  to  any  obliga¬ 
tion  under  this  subpart  for  the  payment 
of  money. 

§  960.91  Suspension  or  termination. 
Whenever  the  Secretary  finds  the  sub¬ 
part  or  any  provision  of  this  subpart 
obstructs  or  does  not  tend  to  effectuate 
the  declared  policy  of  the  act,  he  shall 
terminate  or  suspend  the  operation  of 
this  order  or  any  such  provision  of  this 
subpart. 

§  960.92  Continuing  obligations.  If, 
upon  the  suspension  or  termination  of 
any  or  all  provisions  of  this  subpart  there 
are  any  obligations  thereunder  the  final 
accrual  or  ascertainment  of  which  re¬ 
quires  further  acts  by  any  person  (in¬ 
cluding  the  market  administrator), 
such  further  acts  shall  be  performed  not¬ 
withstanding  such  suspension  or  termi¬ 
nation. 

§  960.93  Liquidation.  Upon  the  sus¬ 
pension  of  the  provisions  of  the  subpart, 
except  this  section,  the  market  adminis¬ 
trator,  or  such  other  liquidation  agent 
as  the  Secretary  may  designate,  shall,  if 
so  directed  by  the  Secretary,  liquidate 
the  business  of  the  market  administra¬ 
tor’s  office,  dispose  of  all  property  in  his 
possession  or  control,  including  accounts 
receivable  and  execute  and  deliver  all 
assignments  or  other  instrument  neces¬ 
sary  or  appropriate  to  effectuate  any 


such' disposition.  If  a  liquidating  agent 
is  so  designated  all  assets,  books,  and 
records  of  the  market  administrator  shall 
be  transferred  promptly  to  such  liquida¬ 
tion  agent.  If,  upon  such  liquidation,  the 
funds  on  hand  exceed  the  amounts  re¬ 
quired  to  pay  outstanding  obligations  of 
the  office  of  the  market  administrator 
and  to  pay  necessary  expenses  of  liqui¬ 
dation  and  distribution,  such  excess 
shall  be  distributed  to  contributing  han¬ 
dlers  and  producers  in  an  equitable 
manner. 

MISCELLANEOUS  PROVISIONS 

§  960.100  Agent.  The  Secretary  may, 
by  designation  in  writing,  name  any  offi¬ 
cer  or  employee  of  the  United  States 
to  act  as  his  agent  or  representative  in 
connection  with  any  of  the  provisions  of 
this  subpart. 

§  960.101  Separability  of  provisions. 
If  any  provision  of  this  subpart,  or  its 
application  to  any  person  or  circum¬ 
stances,  is  held  invalid  the  application  of 
such  provisions,  and  the  remaining  pro¬ 
visions  of  this  subpart,  to  other  persoiw 
or  circumstances  shall  not  be  affected 
thereby. 

Issued  at  Washington,  D.  C.,  this  16th 
day  of  August  1954. 

[seal]  Roy  W.  Lennartson, 

Deputy  Administrator, 

(P.  R.  Doc.  54-6449;  Piled.  Aug.  18,  1954; 
8:52  a.  m.] 
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Handling  of  Milk  in  South  Bend-La 
Porte,  Indiana,  Marketing  Area 

decision  with  respect  to  proposed  mar- 

,  KETING  agreement  AND  PROPOSED  ORDER 
AMENDING  ORDER,  AS  AMENDED 

Pursuant  to  the  provisions  of  the  Agn*!- 
cultural  Marketing  Agreement  Act  of 
1937,  as  amended  (7  U.  S.  C.  601  et  seq.), 
and  the  applicable  rules  of  practice  and 
procedure,  as  amended,  governing  pro¬ 
ceedings  to  formulate  marketing  agree¬ 
ments  and  marketing  orders  (7  C^FR  Part 
900),  a  public  hearing  was  conducted  at 
South  Bend,  Indiana,  on  July  6-7,  1954, 
pursuant  to  notice  thereof  which  was 
issued  on  June  29,  1954  (19  F.  R.  4040). 

Upon  the  basis  of  the  evidence  intro¬ 
duced  at  the  hearing  and  the  record 
thereof,  the  Deputy  Administrator,  Agri¬ 
cultural  Marketing  Service,  on  August 
4,  1954,  filed  with  the  Hearing  Clerk, 
United  States  Department  of  Agriculture, 
his  recommended  decision  and  oppor¬ 
tunity  to  file  written  exceptions  thereto. 
This  recommended  decision  was  pub¬ 
lished  in  the  Federal  Register  on  August 
7,  1954  (19  F.  R.  4999), 

The  material  issues,  findings  and  con¬ 
clusions,  and  general  findings  of  the 
recommended  decision  (19  F.  R.  4999; 
P.  R,  Doc.  54-6067 )  are  hereby  approved 
and  adopted  as  the  findings  and  conclu¬ 
sions  of  this  decision  as  if  set  forth  in 
full  herein. 

Rulings  on  exceptions.  There  were  no 
exceptions  received  to  the  recommended 
decision. 
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Determination  of  representative  pe¬ 
riod.  The  month  of  June  1954  is  hereby 
determined  to  be  the  representative  pe¬ 
riod  for  the  purpose  of  ascertaining 
whether  the  issuance  of  an  order 
amending  the  order,  as  amended,  regu¬ 
lating  the  handling  of  milk  in  the  South 
Bend-La  Porte,  Indiana,  marketing  area 
in  the  manner  set  forth  in  the  attached 
amending  order  is  approved  or  favored 
by  producers  who  during  such  period 
were  engaged  in  the  production  of  milk 
for  sale  in  the  marketing  area  specified 
in  such  marketing  order,  as  amended. 

Marketing  agreement  and  order.  An¬ 
nexed  hereto  and  made  a  part  hereof 
are  two  documents  entitled  respectively, 
“Marketing  Agreement  Regulating  the 
Handling  of  Milk  in  the  South  Bend -La 
Porte,  Indiana,  Marketing  Area,”  smd 
“Order  Amending  the  Order,  as  Amend¬ 
ed,  Regulating  the  Handling  of  Milk  in 
the  South  Bend-La  Porte,  Indiana,  Mar¬ 
keting  Area,”  which  have  been  decided 
upon  as  the  detailed  and  appropriate 
means  of  effectuating  the  foregone  con¬ 
clusions.  These  documents  shall  not  be¬ 
come  effective  unless  and  until  the  re¬ 
quirements  of  §  900.14  of  the  rules  of 
practice  and  procedure,  as  amended, 
governing  proceedings  to  formulate  mar¬ 
keting  agreements  and  orders  have  been 
met. 

It  is  hereby  ordered.  That  all  of  this 
decision,  except  the  attached  marketing 
agreement,  be  published  in  the  Federal 
Register.  The  regulatory  provisions  of 
said  marketing  agreement  are  identical 
with  those  contained  in  the  order,  as 
amended,  and  as  hereby  proposed  to  be 
further  amended  by  the  attached  order 
which  will  be  published  with  this  deci¬ 
sion. 

•niis  decision  filed  at  Washington, 
D.  C.,  this  16th  day  of  August  1954. 

[SEAL]  Earl  L.  Butz, 

Acting  Secretary. 

Order  *  Amending  the  Order,  as 
,  Amended,  Regulating  the  Handling  of 
Milk  in  the  South  Bend-La  Porte,  In¬ 
diana,  Marketing  Area 

§  967.0  Findings  and  determinations. 
The  findings  and  determinations  here¬ 
inafter  set  forth  are  supplementary  and 
in  addition  to  the  findings  and  deter¬ 
minations  previously  made  in  connec¬ 
tion  with  the  issuance  of  the  aforesaid 
order  and  of  each  of  the  previously  is¬ 
sued  amendments  thereto;  and  all  of 
said  previous  findings  and  determina¬ 
tions  are  hereby  ratified  and  affirmed, 
except  insofar  as  such  findings  and 
determinations  may  be  in  conflict  with 
the  findings  and  determinations  set 
forth  herein. 

(a)  Findings  upon  the  basis  of  the 
hearing  record.  Pursuant  to  the  provi¬ 
sions  of  the  Agricultural  Marketing 
Agreement  Act  of  1937,  as  amended  (7 
U.  S.  C.  601  et  seq.),  and  the  applicable 
rules  of  practice  and  procedure,  as 
amended,  governing  the  formulation  of 


*This  order  shall  not  become  effective 
unless  and  until  the  requirements  of  §  900.14 
of  the  rules  of  practice  and  procedure  gov¬ 
erning  proceedings  to  formulate  marketing 
agreements  and  marketing  orders  have  been 
meL 


marketing  agreements  and  marketing 
orders  (7  CPR  Part  900),  a  public  hear¬ 
ing  was  held  upon  certain  proposed 
amendments  to  the  tentative  marketing 
agreement  and  to  the  order,  as  amended, 
regulating  the  handling  of  milk  in  the 
South  Bend-La  Porte,  Indiana,  market¬ 
ing  area.  Upon  the  basis  of  the  evidence 
introduced  at  such  hearing  and  the  rec¬ 
ord  thereof,  it  is  found  that: 

(1)  The  said  order,  as  amended,  and 
as  hereby  further  amended,  and  all  of 
the  terms  and  conditions  thereof,  will 
tend  to  effectuate  the  declared  policy  of 
the  act. 

(2)  The  parity  prices  of  milk  as  de¬ 
termined  pursuant  to  section  2  of  the 
act  are  not  reasonable  in  view  of  the 
price  of  feeds,  available  supplies  of  feeds, 
and  other  economic  conditions  which 
affect  market  supply  and  demand  for 
milk  in  the  said  marketing  area,  and 
the  minimum  prices  specified  in  the 
order,  as  amended,  and  as  hereby  fur¬ 
ther  amended,  are  such  prices  as  will 
reflect  the  aforesaid  factors,  insure  a 
sufficient  quantity  of  pure  and  whole¬ 
some  milk  and  be  in  the  public  interest; 
and 

(3)  The  said  order,  as  amended,  and 
as  hereby  further  amended,  regulates 
the  handling  of  milk  in  the  same  man¬ 
ner  as,  and  is  applicable  only  to  persons 
in  the  respective  classes  of  industrial 
and  commercial  activity  specified  in  a 
marketing  agreement  upon  which  a 
hearing  has  been  held. 

Order  relative  to  handling.  It  is  there¬ 
fore  ordered  that  on  and  after  the  ef¬ 
fective  date  hereof,  the  handling  of  milk 
in  the  South  Bend-LaPorte,  Indiana, 
marketing  area  shall  be  in  conformity 
.  to  and  in  compliance  with  the  terms 
and  conditions  of  the  aforesaid  order, 
as  amended,  and  as  hereby  further 
amended,  and  the  aforesaid  order,  as 
amended,  is  hereby  further  amended  as 
follows: 

1.  Insert  as  5  967.15  the  following: 

§  967.15  Base,  base  milk  and  excess 
milk — (a)  Base.  “Base”  means  a  quan¬ 
tity  of  milk  expressed  in  pounds  per  day 
computed  pursuant  to  §  967.63. 

(b)  Base  milk.  “Base  milk”  means  a 
quantity  of  producer  milk  received  by  a 
handler  during  each  of  the  months  of 
April,  May,  June  and  July  which  is  not 
in  excess  of  such  producer’s  base  multi¬ 
plied  by  the  number  of  days  such  milk 
was  produced. 

(c)  Excess  milk.  “Excess  milk”  means 
producer  milk  received  by  a  handler 
during  each  of  the  months  of  April,  May, 
Jime  and  July  which  is  in  excess  of  the 
base  milk  received  from  such  producer. 

2.  In  §  967.30  (a)  add  the  following: 
“and  (4)  for  the  delivery  periods  of  April 
through  July,  the  total  amount  of  base 
milk  and  the  total  amount  of  excess  milk 
received  from  producers;” 

3.  In  §  967.31  (b)  change  the  period  at 
the  end  of  the  sentence  to  a  semi-colon 
and  add  the  following:  “and  (4)  for  the 
delivery  periods  of  September  through 
December,  the  number  of  days  on  which 
milk  was  received  from  each  producer, 
and  for  the  delivery  periods  of  April 
through  July,  for  each  producer  the 
number  of  days  on  which  milk  was  re¬ 


ceived  and  the  amount  of  base  milk  and 
excess  milk.” 

4.  In  the  proviso  of  §  967.51  (a)  delete 
the  word  “August”  and  substitute  the 
word  “November”. 

5.  Insert  as  §  967.63  the  following: 

§  967.63  Computation  of  base.  Sub¬ 
ject  to  the  conditions  set  forth  in 
§  967.64,  the  market  administrator  shall 
compute  for  each  of  the  months  of  April, 
May,  June,  and  July  a  base  for  each  pro¬ 
ducer,  as  follows: 

(a)  Divide  the  total  pounds  of  milk 
received  by  a  handler  from  each  pro¬ 
ducer  during  the  months  of  September, 
October,  November  and  December  im¬ 
mediately  preceding,  by  the  number  of 
days’  such  milk  was  produced  (not  to  be 
less  than  90  days) :  Provided,  That  any 
producer  for  whom  a  base  has  been  com¬ 
puted,  may,  upon  written  notice  to  the 
market  administrator  postmarked  not 
later  than  January  31  preceding  relin¬ 
quish  his  base  and  be  allotted  a  base 
computed  pursuant  to  paragraph  (b)  of 
this  section. 

(b)  Any  producer  who  has  not  estab¬ 
lished  a  base  or  who  elects  to  relinquish 
his  base  pursuant  to  the  provisions  of 
paragraph  (a)  of  this  section  shall  be 
assigned  a  base  for  each  of  the  months 
of  April,  May,  June,  and  July  computed 
as  follows: 

(1)  Prom  the  total  quantity  of  pro¬ 
ducer  milk  received  by  handlers  during 
the  same  month  of  the  previous  year, 
subtract  the  total  receipts  from  pro¬ 
ducers  who  did  not  establish  bases  or 
W’ho  had  relinquished  their  bases. 

(2)  Determine  the  percentage  that 
base  milk  was  of  the  remaining  pounds, 
and  subtract  10,  except  that  for  the 
months  of  April,  May,  June  and  July 
1955  the  percentages  computed  pursuant 
to  this  subparagraph  shall  be  as  follows: 

Month:  Percentage 

April  1955 . 70 

May  1955 _  60 

June  1955 _ 60 

July  1955 _  65 

(3)  Multiply  the  resulting  percentage 
by  the  total  pounds  of  milk  received 
by  a  handler  from  the  producer  during 
the  applicable  month  and  divide  the  re¬ 
sult  by  the  number  of  days  such  milk 
was  produced. 

6.  Insert  as  §  967.64  the  following: 

§  967.64  Base  rules.  Any  base  com¬ 
puted  pursuant  to  §  967.63  (a)  shall  be 
subject  to  the  following  rules: 

(a)  A  base  shall  be  held  in  the  name 
of  the  producer  and  may  be  transferred 
only  at  his  option. 

(b)  The  milk  to  which  the  transferred 
base  shall  apply  must  be  produced  oQ 
the  same  farm  from  which  such  base 
was  earned,  and  the  transferor  must 
notify  the  market  administrator  in  writ¬ 
ing  on  or  before  the  last  day  of  the 
month  that  such  base  is  to  be  transfer¬ 
red  indicating  the  name  of  the  trans¬ 
feree,  the  amount  of  base  transferred, 
and  the  effective  date  of  the  transfer; 
and  in  the  event  of  a  producer’s  death 
his  base  may  be  so  transferred  upon 
written  notice  to  the  market  adminis¬ 
trator  from  any  member  of  the  pro¬ 
ducer’s  immediate  family. 
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(c)  If  a  producer  operates  more  than 
one  farm  he  must  establish  a  base  with 
respect  to  the  milk  from  each  farm,  and 
in  the  event  such  producer  chooses  to 
relinquish  the  base  earned  for  one  farm 
he  must  do  so  for  all  farms. 

7.  In  §  967.22  delete  the  last  word, 
“and”  from  paragraph  (i)  (2) ;  change 
the  period  at  the  end  of  paragraph  (j) 
to  a  semi-colon,  and  add  the  word  “and”; 
and  paragraph  (k)  as  follows: 

(k)  On  or  before  April  1  each  year 
notify  each  producer  of  the  amount  of 
his  base,  and  notify  each  handler  of  the 
amount  of  the  base  of  each  producer 
delivering  milk  to  any  of  the  handler’s 
plants. 

8.  In  §  967.71  delete  paragraphs  (d) 
and  (e)  and  insert  a  new  paragraph  (d) 
as  follows: 

(d)  For  the  delivery  periods  of  August 
through  March  compute  the  uniform 
price  by  dividing  the  result  computed 
pursuant  to  paragraph  (c)  of  this  sec¬ 
tion  by  the  hundredweight  of  producer 
milk  included  in  the  computations  pur¬ 
suant  to  paragraph  (a)  of  this  section 
and  subtract  not  less  than  4  cents  nor 
more  than  5  cents  (adjusting  to  the 
nearest  one-tenth  cent). 

9.  In  S  967.71  insert  a  new  paragraph 

(e)  as  follows: 

(e)  For  each  of  the  delivery  periods 
of  April  through  July  the  market  admin¬ 
istrator  shall  compute  uniform  prices  per 
hundredweight  for  base  milk  and  for  ex¬ 
cess  milk,  each  of  3.5  percent  butterfat 
content,  received  from  producers  as 
follows : 

(l)  Compute  the  total  value  on  a  3.5 
percent  butterfat  basis  of  excess  milk  in¬ 
cluded  in  the  computations  pursuant  to 
paragraph  (a)  of  this  section  by  multi¬ 
plying  the  hundredweight  of  such  excess 
milk  not  in  excess  of  the  total  quantity 
of  Class  n  milk  included  in  these  com¬ 
putations  by  the  price  for  Class  II  milk 
of  3.5  percent  butterfat  content,  and 
multiplying  the  hundredweight  of  such 
excess  milk  in  excess  of  such  Class  II 
milk  by  the  price  for  Class  I  milk  of  3.5 
percent  butterfat  content,  and  adding 
together  the  resulting  amounts. 

(2)  Compute  the  uniform  price  for 
excess  milk  of  3.5  percent  butterfat  con¬ 
tent  by  dividing  the  total  value  of  excess 
milk  obtained  in  subparagraph  (1)  of 
this  paragraph  by  the  total  hundred¬ 
weight  of  such  milk,  and  adjusting  to 
the  nearest  cent; 

(3 )  Multiply  the  hundredweight  of  ex¬ 
cess  milk  included  in  the  computations 
pursuant  to  subparagraph  (2)  of  this 
paragraph  by  the  uniform  price  for  ex¬ 
cess  milk  computed  pursuant  to  subpara¬ 
graph  (2)  of  this  paragraph; 

(4 )  Subtract  the  value  computed  pur¬ 
suant  to  subparagraph  (3)  of  this  para¬ 
graph  from  the  value  computed  pursu¬ 
ant  to  paragraph  (c)  of  this  section  and 
divide  the  result  by  the  total  hundred¬ 
weight  of  base  milk  included  in  these 
computations ; 

(5)  Compute  the  uniform  price  for 
base  milk  of  3.5  percent  butterfat  con¬ 
tent  by  subtracting  not  less  than  4  cents 
nor  more  than  5  cents  from  the  result 
computed  pursuant  to  subparagraph  (4) 
of  this  paragraph. 


10.  Delete  S  967.80  (a)  and  substitute: 

(a)  On  or  before  the  18th  day  after 
the  end  of  each  delivery  period,  to  each 
producer,  except  producers  for  whom 
payment  is  made  to  a  cooperative  asso¬ 
ciation  pursuant  to  paragraph  (b)  of 
this  section,  at  not  less  than  the  uni¬ 
form  price  for  the  delivery  periods  of 
August  through  March  the  uniform 
prices  for  base  and  excess  milk  for  the 
delivery  periods  of  April  through  July 
calculated  pursuant  to  §  967.71  and  ad¬ 
justed  by  the  producer  butterfat  differ¬ 
ential  pursuant  to  §  967.81  for  all  milk 
received  from  such  producer  during  such 
delivery  period  and  less  payment  to  such 
producer  made  pursuant  to  paragraph 
(c)  of  this  section:  Provided,  That  if  by 
such  date  such  handler  has  not  received 
full  payment  for  such  delivery  period 
pursuant  to  §  967.84,  he  may  reduce  such 
payments  uniformly  per  hundredweight 
for  all  producers  by  an  amount  not  in 
excess  of  the  per  hundredweight  reduc¬ 
tion  in  payment  from  the  market  ad¬ 
ministrator  :  And  provided  further.  That 
such  handler  shall  make  such  balance 
of  payment  to  those  producers  to  whom 
it  is  due  on  or  before  the  date  for  mak¬ 
ing  payments  pursuant  to  this  paragraph 
next  following  that  on  which  such  bal¬ 
ance  of  payment  is  received  from  the 
market  administrator. 

11.  Delete  §  967.80  (c)  and  substitute 
the  following: 

(c)  On  or  before  the  4th  day  after  the 
end  of  each  delivery  period,  each  han¬ 
dler  shall  pay  to  each  producer,  or  to  a 
cooperative  association  authorized  to 
collect  payment,  a  payment  w'hich  for 
the  delivery  periods  of  September  through 
April  shall  be  at  not  less  than  the 
uniform  price  announced  by  the  market 
administrator  for  the  preceding  delivery 
period,  and  for  the  delivery  periods  of 
May  through  August  at  not  less  than  the 
uniform  price  announced  by  the  market 
administrator  for  base  milk  for  the  pre¬ 
ceding  delivery  period  such  payment  to 
be  for  milk  received  from  such  producer 
or  caused  to  be  delivered  to  such  handler 
by  such  cooperative  association  during 
the  first  15  days  of  such  delivery  period: 
Provided,  That  in  the  event  any  producer 
or  cooperative  association  discontinues 
shipping  to  such  handler  during  any 
delivery  period,  such  partial  payments 
shall  not  be  made  and  full  payment  for 
all  milk  received  from  such  producer  or 
cooperative  association  during  such  de¬ 
livery  period  shall  be  made  on  the  18th 
day  after  the  end  of  such  delivery  period 
pursuant  to  paragraphs  (a)  and  (b)  of 
this  section. 

(P.  R.  Doc.  54-6427;  Piled.  Aug.  18,  1954; 

8:48  a.  m.) 

DEPARTMENT  OF  LABOR 

Wage  and  Hour  Division 
[  29  CFR  Part  522  ] 

Employment  of  Learners 

NOTICE  OF  PROPOSED  REVISION  OF  GENERAL 
LEARNER  REGULATIONS 

Notice  is  hereby  given  pursuant  to  the 
requirements  of  the  Administrative  Pro¬ 
cedure  Act  (60  Stat.  237;  5  U.  S.  C.  1001) 
that  the  Administrator  of  the  Wage  and 


Hour  Division,  United  States  Depart¬ 
ment  of  Labor,  intends  to  revise  the 
regulations  governing  the  employment 
of  learners  at  subminimum  wage  rates 
under  the  Fair  Labor  Standards  Act  (29 
CFR  Part  522). 

The  purpose  underlying  such  revision 
Is  to  simplify  and  clarify  these  regula¬ 
tions  and  to  include  operating  policies 
and  procedures  which  have  been  adopted 
in  the  administration  of  the  regulations. 

It  is  likewise  considered  desirable  to  in¬ 
corporate  and  standardize  in  these  regu¬ 
lations  the  provisions  of  the  various 
special  regulations  providing  for  the 
employment  of  learners  at  subminimum 
wage  rates  in  specific  industries,  which 
have  been  issued  since  1940  pursuant  to 
these  regulations. 

Interested  persons  may  submit  data, 
views,  or  arguments,  either  in  support  of 
or  in  opposition  to  the  proposed  revision, 
to  the  Administrator,  Wage  and  Hour 
Division,  United  States  Department  of 
Labor,  Washington,  D.  C.,  within  30  days 
from  the  date  of  the  publication  of  this 
notice  in  the  Federal  Register.  Prior 
to  the  final  adoption  of  this  revision 
careful  consideration  will  be  given  to  any 
such  material  which  may  be  submitted 
in  writing. 

Therefore,  pursuant  to  authority 
vested  in  me  by  section  14  of  the  Fair 
Labor  Standards  Act  (52  Stat.  1060,  as 
amended.  29  U.  S.  C,  201  et  seq.) .  Reor¬ 
ganization  Plan  No.  6  of  1950  (64  Stat. 
1263,  5  U.  S.  C.  611,  15  F.  R.  3174),  and 
General  Order  No.  49A,  dated  May  24, 
1950  (15  F.  R.  3290),  notice  is  hereby 
given  that  I  propose  to  revise  the  General 
Learner  Regulations  contained  in  Title 
29.  Code  of  Federal  Regulations,  Part 
522,  as  follows: 

Sec. 

522.1  Applicability  of  regulations  con¬ 

tained  in  this  part. 

522.2  Definitions. 

522.3  Application  for  a  learner  certificate. 

522.4  Procedure  for  action  upon  an  appli¬ 

cation. 

522.5  Conditions  governing  Issuance  of 

learner  certificates. 

522.8  Terms  and  conditions  of  employment 
under  learner  certificates. 

522.7  Employment  records  to  be  kept. 

522.8  Amendment  or  replacement  of  a 

learner  certificate. 

522.9  Cancellation  of  a  learner  certificate. 

522.10  Reconsideration  and  review. 

522.11  Supplemental  Industry  regulations. 

522.12  Amendment  or  revocation  of  the  reg¬ 

ulations  contained  in  this  part. 

Authority:  §§  522.1  to  522.12  Issued  under 
sec.  14,  52  Stat.  1068,  as  amended;  29  U.  S.  C. 
214. 

§  522.1  Applicability  of  regulations 
contained  in  this  part,  (a)  The  regula¬ 
tions  contained  in  this  part  are  issued 
in  accordance  with  section  14  of  the 
Fair  Labor  Standards  Act  of  1938,  as 
amended,  to  provide  for  the  employment 
under  special  certificates  of  learners  at 
wages  lower  than  the  minimum  wage 
applicable  under  section  6  of  the  act. 
That  section,  in  pertinent  part,  reads: 

The  Administrator,  to  the  extent  necessary 
In  order  to  prevent  curtailment  of  oppor¬ 
tunities  for  employment,  shall  by  regula¬ 
tions  or  by  orders  provide  for  (1)  the  employ¬ 
ment  of  learners  •  •  •,  under  special 

certificates  Issued  pursuant  to  the  regula¬ 
tions  of  the  Administrator,  at  such  wages 
lower  than  the  minimum  wage  applicable 
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under  section  6  and  subject  to  such  linalte- 
tlons  as  to  time,  number,  proportion,  and 
length  of  service  as  the  Administrator  shall 
prescribe  •  •  • 

(b)  Such  certificates  shall  be  subject 
to  the  provisions  hereinafter  set  forth 
and  to  such  additional  terms  and  condi¬ 
tions  as  may  be  established  in  supple¬ 
mental  regulations  awJlicable  to  the 
employment  of  learners  in  particular 
Industries  issued  pursuant  to  §  522.11. 

§  522.2  Definitions.  As  used  in  the 
regulations  in  this  part: 

(a)  A  “learner”  is  a  worker  whose  to¬ 
tal  experience  in  an  authorized  learner 
occupation  in  the  industry  within  the 
past  three  years,  except  as  otherwise  pro¬ 
vided  in  applicable  supplemental  regula¬ 
tions  for  a  particular  industry,  is  less 
than  the  period  of  time  allowed  as  a 
learning  period  for  that  occupation  in  a 
learner  certificate  issued  pursuant  to  the 
regulations  in  this  part. 

(b)  An  "experienced  worker”  is  a 
worker  whose  total  experience  in  an  au¬ 
thorized  learner  occupation  in  the  indus¬ 
try  within  the  past  three  years,  except  as 
otherwise  provided  in  applicable  sup¬ 
plemental  regulations  for  a  particular 
Industry,  is  at  least  equal  to  the  period 
of  time  allowed  as  a  learning  period  for 
that  occupation  in  a  learner  certificate 
issued  pursuant  to  the  regulations  in  this 
part. 

(c)  “Experienced  worker  available  for 
employment”  means  an  experienced 
worker  residing  within  the  area  from 
which  the  plant  customarily  draws  its 
labor  supply  or  within  a  reasonable  com¬ 
muting  distance  of  such  area,  and  who  is 
willing  and  able  to  accept  employment  in 
the  plant;  or  an  experienced  worker  re¬ 
siding  outside  of  the  area  from  which  the 
plant  customarily  draws  its  labor  supply, 
who  has  in  fact  made  himself  available 
for  employment  at  the  plant.  A  former 
experienced  worker  of  a  plant  which  has 
closed  and  moved  its  operations  to  an¬ 
other  locality,  who  has  expressed  a  will¬ 
ingness  to  accept  employment  at  the  new 
establishment,  shall  also  be  considered 
an  experienced  worker  available  for 
employment. 

(d)  A  “new  plant”  is  a  plant  which 
has  been  in  operation  in  a  given  industry 
for  less  than  eight  months  subsequent 
either  to  its  initial  establishment  in  that 
industry  or  to  its  reopening  after  being 
out  of  operation  for  a  period  of  more 
than  eight  months. 

(e)  An  “expanding  plant”  is  a  plant 
whose  labor  force  is  being  substantially 
increased  by  reason  of  an  expansion 
program  (1)  through  the  installation  of 
additional  production  equipment;  (2) 
through  again  placing  into  operation 
machinery  which  has  been  idle  for  a 
period  in  excess  of  8  months;  or  (3) 
through  adding  an  additional  shift. 

S  522.3  Application  for  a  learner  cer- 
ti^ate.  (a)  Whenever  the  employment 
of  learners  at  wages  lower  than  the 
minimum  wage  applicable  under  section 
6  of  the  Pair  Labor  Standards  Act  of 
1938,  as  amended,  is  believed  necessary 
to  prevent  curtailment  of  opportunities 
for  employment  in  a  specified  plant,  an 
application  for  a  certificate  authorizing 
the  employment  of  such  learners  at  sub- 
minimum  wage  rates  may  be  filed  by  the 


employer  with  the  Administrator  of  the 
Wage  and  Hour  and  Public  Contracts 
Divisions,  U.  S.  Department  of  Labor, 
Washington  25,  D.  C.  A  copy  of  such 
application  shall  be  filed  simultaneously 
with  the  appropriate  Regional  Ofiftce  of 
these  Divisions.  With  respect  to  em¬ 
ployees  working  in  Puerto  Rico  or  in  the 
Virgin  Islands,  application  shall  be  filed 
with  the  Territorial  Director  of  the  Wage 
and  Hour  and  Public  Contracts  Divisions, 
U.  S.  Department  of  Labor,  Santurce, 
San  Juan,  Puerto  Rico. 

(b)  Application  must  be  made  on  the 
official  form  furnished  by  these  Divisions 
and  must  contain  all  information  re¬ 
quired  by  such  form,  including  among 
other  things,  information  concerning 
efforts  made  by  the  applicant  to  obtain 
experienced  workers,  the  occupations  in 
which  learners  are  to  be  employed,  the 
number  of  learners  previously  hired,  the 
number  of  learners  requested,  their  pro¬ 
posed  hourly  rates  and  learning  periods 
in  number  of  hours,  the  number  of  ex¬ 
perienced  workers  in  such  occupations 
and  their  straight-time  average  hourly 
earnings  during  the  last  payroll  period, 
the  number  of  plant  workers  employed 
during  previous  periods,  and  the  type  of 
equipment  to  be  used  by  learners.  Any 
applicant  may  also  submit  such  addi¬ 
tional  information  as  may  be  pertinent. 

(c)  Any  application  which  fails  to  pre¬ 
sent  the  information  required  by  the 
forms  may  be  returned  to  the  applicant 
with  a  notation  of  deficiencies  and  with¬ 
out  prejudice  against  submission  of  a 
new  or  revised  application. 

(d)  Separate  application  must  be  made 
with  respect  to  each  plant  in  which  the 
applicant  desires  to  employ  learners  at 
subminimum  wage  rates.  Where  an 
establishment  occupies  several  buildings 
in  the  same  community  and  the  workers 
in  those  buildings  are  engaged  in  the 
various  processes  necessary  to  the  manu¬ 
facture  of  primary  products  of  the  estab¬ 
lishment.  the  workers  shall  be  regarded 
as  employees  of  the  same  plant  for  the 
purposes  of  the  regulations  in  this  part. 

(e)  When  an  application  is  filed  for 
a  learner  certificate  for  a  new  or  expand¬ 
ing  plant  and  the  applicant  is  moving 
from  a  plant  of  the  same  company  or  of 
a  closely  related  company  in  another  lo¬ 
cation,  or  is  transferring  production 
from  such  plant,  or  has  recently  so 
moved  or  transferred  production,  the 
applicant  shall  attach  to  the  application 
a  signed  statement  giving  the  following 
information:  (1)  Name,  location  and 
products  of  the  plant  from  which  the 
applicant  is  moving  or  is  transferring 
production;  (2)  average  and  minimum 
wage  rates  paid  at  such  plant;  and  (3) 
reasons  for  removal  or  transfer  of  pro¬ 
duction. 

(f)  Application  for  a  renewal  of  a 
learner  certificate  shall  be  made  on  the 
same  form  as  described  in  this  section. 
No  effective  learner  certificate  shall  ex¬ 
pire  until  action  on  an  application  for 
renewal  shall  have  been  finally  deter¬ 
mined.  provided  that  such  application 
has  been  properly  executed  in  accord¬ 
ance  with  the  requirements,  and  filed 
with  and  received  by  the  Administrator 
of  the  Wage  and  Hour  and  Public  Con¬ 
tracts  Divisions  not  less  than  fifteen  nor 
more  than  thirty  days  prior  to  the  ex¬ 


piration  date.  "Final  determination” 
means  either  tiie  granting  of  or  initial 
denial  of  the  application  for  renewal  of 
a  learner  certificate,  or  withdrawal  of  the 
application.  A  “properly  executed  ap¬ 
plication”  is  one  which  contains  the  com¬ 
plete  information  required  on  the  form, 
and  the  required  certification  by  a  re¬ 
sponsible  official  of  the  applicant  com¬ 
pany. 

(g)  Upon  making  application  for  a 
learner  certificate  or  for  renewal  there¬ 
of,  an  employer  shall  post  a  notice  of 
filing  of  application  on  a  form  supplied 
by  these  Divisions  in  a  conspicuous  place 
in  each  department  of  the  plant  where 
he  proposes  to  employ  learners  at  sub¬ 
minimum  wage  rates.  Such  notice  shall 
remain  posted  until  such  time  as  the  ap- 
plication  shall  have  been  acted  upon  by 
the  Administrator  or  his  authorized  rep¬ 
resentative.  The  notice  must  set  forth, 
among  other  things,  the  number  of 
learners  that  the  employer  has  requested 
permission  to  employ;  the  occupations 
in  which  the  learners  will  be  employed; 
and  a  representation  by  a  responsible 
official  that  experienced  workers  are  not 
available,  and  that  the  employment  of 
learners  at  subminimum  wage  rates  is 
necessary  in  order  to  prevent  a  curtail¬ 
ment  of  opportunities  for  employment. 

§  522.4  Procedure  for  action  upon  an 
application,  (a)  Upon  receipt  of  an  ap¬ 
plication,  the  Administrator  or  his 
authorized  representative  shall  issue  or 
deny  a  learner  certificate  or,  in  appro¬ 
priate  circumstances,  provide  an  oppor¬ 
tunity  to  interested  parties  to  present 
their  views  on  the  application  prior  to 
granting  or  denying  a  learner  certificate. 

(b)  If  a  learner  certificate  is  issued, 
there  shall  be  published  in  the  Federal 
Register  a  statement  of  the  terms  of 
such  certificate  together  with  a  notice 
that,  pursuant  to  §  522.10,  for  fifteen 
(15)  days  following  such  publication  any 
Interested  persons  may  file  written  re¬ 
quests  for  reconsideration  or  review. 

(c)  If  a  learner  certificate  is  denied, 
notice  of  such  denial  shall  be  sent  to  the 
employer  and  such  denial  shall  be  with¬ 
out  prejudice  to  the  filing  of  any  subse¬ 
quent  application. 

§  522.5  Conditions  governing  issuance 
of  a  learner  certificate.  The  following 
conditions  shall  govern  the  isuance  of 
a  special  certificate  authorizing  the  em¬ 
ployment  of  learners  at  subminimum 
wage  rates: 

(a)  An  adequate  supply  of  qualified  ex¬ 
perienced  workers  is  not  available  for 
employment,  and  the  experienced  work¬ 
ers  presently  employed  in  the  plant  in 
occupations  in  which  learners  are  re¬ 
quested  are  afforded  an  opportunity,  to 
the  fullest  extent  possible,  for  full-time 
employment, 

(b)  The  issuance  of  a  learner  certifi¬ 
cate  will  not  tend  to  create  unfair  com¬ 
petitive  labor  cost  advantages  nor  have 
the  effect  of  impairing  or  depressing 
wage  or  working  standards  established 
for  experienced  workers  for  work  of  a 
like  or  comparable  character  in  the  in¬ 
dustry. 

(c)  Abnormal  labor  conditions  such 
as  a  strike,  lock-out,  or  other  similar 
condition,  do  not  exist  at  the  plant  for 
which  a  learner  certificate  is  requested. 
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(d)  There  are  no  serious  outstanding 
violations  of  the  provisionirof  a  learner 
certificate  previously  issued  to  the  com¬ 
pany,  nor  have  there  been  any  serious 
violations  of  the  act  which  provide  rea¬ 
sonable  grounds  to  conclude  that  the 
terms  of  a  certificate  may  not  be  com¬ 
plied  with,  if  issued. 

(e)  Learners  are  actually  available  for 
employment  at  subminimum  wage  rates. 

(f)  The  occupation  or  occupations  in 
which  learners  are  to  receive  training 
involve  a  sufficient  degree  of  skill  to 
necessitate  an  appreciable  training 
period. 

(g)  Learners  shall  be  afforded  every 
reasonable  opportunity  for  continued 
employment  upon  completion  of  the 
learning  period. 

§  522.6  Terms  and  conditions  of  em~ 
ployment  under  learner  certificates,  (a) 

A  learner  certificate,  if  issued,  shall  spec¬ 
ify,  among  other  things:  (1)  The  num¬ 
ber  or  proportion  of  learners  authorized 
to  be  employed  on  any  one  day;  (2)  the 
occupations  in  which  learners  may  be 
employed:  (3)  the  subminimum  wage 
rates  permitted  during  the  authorized 
learning  period;  (4)  the  learning  period 
for  each  authorized  learner  occupation; 
and  (5)  the  effective  and  expiration 
dates  of  the  certificate. 

(b)  A  learner  certificate  for  normal 
labor  turnover  purposes  may  be  issued 
for  a  period  not  longer  than  one  year.  A 
learner  certificate  for  a  new  or  expand¬ 
ing  plant  may  be  issued  for  a  period  not 
longer  than  six  months.  A  renewal  ex¬ 
pansion  certificate  will  not  be  issued  un¬ 
less  there  is  a  clear  showing  that  there 
has  been  a  substantial  increase  in  the  la¬ 
bor  force  during  the  period  when  a  pre¬ 
vious  expansion  certificate  was  in  effect, 
except  for  individual  cases  where  the 
plant  expansion  program  has  been  post¬ 
poned  due  to  exceptional  circumstances. 

(c)  Learners  properly  hired  prior  to 
the  date  on  which  a  learner  certificate 
expires  may  be  continued  in  employment 
at  subminimum  wage  rates  for  the  dura¬ 
tion  of  their  authorized  learning  period 
under  the  terms  of  the  certificate,  even 
though  the  certificate  expired  before  the 
learning  period  is  completed. 

(d)  A  copy  of  the  learner  certificate 
shall  be  posted  during  its  effective  pe¬ 
riod  in  a  conspicuous  place  in  the  plant 
where  it  may  be  readily  observed  by  the 
employees. 

(e)  No  learner  certificate  may  be  is¬ 
sued  retroactively. 

(f)  No  learner  shall  be  hired  under  a 
learner  certificate  if  at  the  time  such 
employment  begins  experienced  workers 
capable  of  equaling  the  performance  of 
a  worker  of  minimum  acceptable  skill 
are  available  for  employment. 

(g)  No  learner  shall  be  hired  under 
a  learner  certificate  while  abnormal  la¬ 
bor  conditions  such  as  a  strike,  lock-out, 
or  other  similar  condition,  exist  in  the 
plant. 

(h)  Except  as  otherwise  specified  in 
applicable  supplemental  industry  regu¬ 
lations,  the  number  of  hours  of  previous 
employment  must  be  deducted  from  the 
authorized  learning  period  if  within  the 
past  three  years  a  learner  has  been  em¬ 
ployed  in  a  given  occupation  and  in¬ 
dustry  for  less  than  the  total  number  of 


hours  authorized  as  a  learning  period. 
There  shall  also  be  deducted  from  the 
authorized  learning  period  all  such 
hours  of  employment  or  training  on  rags 
or  scrap,  or  pertinent  training  in  voca¬ 
tional  training  schools  or  similar  train¬ 
ing  facilities. 

(i)  Learners  may  not  be  employed  at 
subminimum  wage  rates  as  homework¬ 
ers,  or  in  maintenance  occupations  such 
as  watchman  or  porter,  or  in  operations 
of  a  temporary  or  sporadic  nature. 

(j)  If  experienced  workers  are  paid 
on  a  piece  rate  basis,  learners  shall  be 
paid  at  least  the  same  piece  rates  as 
experienced  workers  employed  on  similar 
work  in  the  plant  and  shall  receive  earn¬ 
ings  based  on  such  piece  rates  whenever 
such  earnings  exceed  the  subminimum 
wage  rates  permitted  in  the  certificate. 

•  (k")  No  provision  of  any  learner  cer¬ 
tificate  shall  excuse  noncompliance  with 
higher  standards  applicable  to  learners 
which  may  be  established  under  any 
other  Federal  law,  or  any  State  law,  or 
trade-union  agreement. 

S  522.7  Employment  records  to  be 
kept.  In  addition  to  other  records  re¬ 
quired  under  the  record-keeping  regu¬ 
lations  (Part  516  of  this  chapter),  the 
employer  shall  keep  the  following  records 
specifically  relating  to  learners  employed 
at  subminimum  wage  rates: 

(a)  Each  worker  employed  as  a 
learner  under  a  learner  certificate  shall 
be  designated  as  such  on  the  payroll 
records  kept  by  the  employer.  All  such 
learners  shall  be  listed  together  as  a 
separate  group  on  the  payroll  records, 
with  each  learner’s  occupation  being 
shown. 

(b)  The  employer  shall  also  obtain 
and  keep  in  his  records  a  statement 
signed  by  each  such  learner  showing  all 
applicable  experience  which  the  learner 
may  have  had  in  the  industry  in  which 
he  is  employed  during  the  preceding 
three  years,  or  as  otherwise  required  in 
the  applicable  supplemental  industry 
regulations.  The  statement  shall  con¬ 
tain  the  dates  of  such  previous  employ¬ 
ment,  names  and  addresses  of  employers, 
the  occupation  or  occupations  in  which 
the  learner  was  engaged  and  the  types  of 
products  upon  which  the  learner  worked. 
The  statement  shall  also  contain  in¬ 
formation  concerning  pertinent  training 
in  vocational  training  schools  or  similar 
training  facilities,  including  the  dates 
of  such  training  and  the  identity  of  the 
vocational  school  or  training  facility. 
If  the  learner  has  had  no  applicable  ex¬ 
perience  or  pertinent  training,  a  state¬ 
ment  to  that  effect  signed  by  the  learner 
should  likewise  be  kept  in  the  employer’s 
records. 

(c>  The  records  required  in  this  sec¬ 
tion,  including  a  copy  of  any  special  cer¬ 
tificate  issued,  shall  be  kept  and  made 
available  for  inspection  at  all  times  for 
at  least  three  years  from  the  last  effec¬ 
tive  date  of  the  certificate. 

§  522.8  Amendment  or  replacement  of 
a  learner  certificate.  The  Administrator 
upon  his  own  motion  may  amend  the 
provisions  of  a  learner  certificate  when 
it  is  necessary  by  reason  of  the  amend¬ 
ment  of  these  or  any  supplemental  in¬ 
dustry  learner  regulation,  or  may  with¬ 


draw  a  learner  certificate  and  issue  a 
replacement  certificate  when  necessary 
to  correct  omissions  or  apparent  defects 
in  the  original  certificate. 

§  522.9  Cancellation  of  a  learner  cer^ 
tificate.  (a)  The  Administrator  or  his 
authorized  representative  may  cancel 
any  learner  certificate  for  cause.  Ex¬ 
cept  in  cases  of  willfulness  or  those  in 
which  the  public  interest  requires  other¬ 
wise,  before  any  learner  certificate  is 
cancelled,  facts  or  conduct  which  may 
warrant  such  action  shall  be  called  to 
the  attention  of  the  employer  and  he 
shall  be  afforded  an  opportunity  to 
achieve  or  demonstrate  compliance. 

(b)  A  certificate  may  be  canceled:  (1) 
As  of  the  date  of  issuance.  If  it  is  found 
that  the  applicant  set  forth  any  fact  or 
facts  in  the  application  which  he  knew 
or  had  reasonable  cause  to  believe  to 
be  false;  (2)  as  of  the  date  of  violation, 
if  it  is  found  that  any  of  its  terms  have 
been  violated;  or  (3)  prospectively,  if  it 
is  found  that  the  conditions  of  employ¬ 
ment  of  learners  have  changed  or  that 
the  purposes  for  which  the  certificate 
was  originally  issued  no  longer  obtain. 

(c)  No  order  canceling  a  certificate 
shall  take  effect  until  the  expiration  of 
the  time  allowed  for  requesting  recon¬ 
sideration  or  review  under  §  522.10,  and, 
if  a  petition  for  reconsideration  or  re¬ 
view  is  filed,  the  effective  date  of  the  can¬ 
cellation  order  shall  be  postponed  until 
action  is  taken  thereon:  Provided,  how¬ 
ever,  That  if  the  cancellation  order  is 
affirmed,  the  employer  shall  reimburse 
any  person  employed  under  a  certificate 
which  has  been  cancelled  in  an  amount 
equal  to  the  difference  between  the  mini¬ 
mum  wage  applicable  under  section  6 
of  the  act  and  any  lower  wage  paid  such 
person  subsequent  to  the  cancellation 
date  indicated  in  the  original  cancella¬ 
tion  notice  addressed  to  the  employer. 

§  522.10  Reconsideration  and  review. 

(a)  Any  person  aggrieved  by  the  action 
of  an  authorized  representative  of  the 
Administrator  denying,  granting,  or  can¬ 
celling  a  learner  certificate  may,  within 
15  days  after  such  action,  (1)  file  a  writ¬ 
ten  request  for  reconsideration  thereof 
by  the  authorized  representative  of  the 
Administrator  who  made  the  decision  in 
the  first  instance,  or  (2)  file  a  written  re¬ 
quest  for  review  of  the  decision  by  the 
Administrator  or  an  authorized  repre¬ 
sentative  who  has  taken  no  part  in  the 
action  which  is  the  subject  of  review. 

(b)  A  request  for  reconsideration  shall 
be  granted  where  the  applicant  shows 
that  there  is  additional  evidence  which 
may  materially  affect  the  decision  and 
that  there  were  reasonable  grounds  for 
failure  to  present  such  evidence  in  the 
original  proceedings. 

(c)  Any  person  aggrieved  by  the  ac¬ 
tion  of  an  authorized  representative  of 
the  Admini^^^rator  in  denying  a  request 
for  reconsidei  may,  within  15  days 
thereafter,  fill,  with  the  Administrator  a 
written  request  for  review. 

(d)  Any  person  aggrieved  by  the 
reconsidered  determination  of  an  au¬ 
thorized  representative  of  the  Adminis¬ 
trator  may  within  15  days  after  such 
determination,  file  with  the  Adminis¬ 
trator  a  written  request  for  review. 
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(e)  A  request  for  review  shall  be 
granted  where  reasonable  grounds  for 
the  review  are  set  forth  in  the  request. 

(f)  If  a  request  for  reconsideration  or 
review  is  granted,  all  interested  persons 
shall  be  afforded  an  opportunity  to 
present  their  views. 

§  522.11  Supplemental  industry  reg~ 
ulations.  (a)  Upon  application  of  any 
person  or  persons,  representing  an  in¬ 
dustry  or  branch  thereof,  or  upon  his 
own  motion,  the  Administrator,  if  he 
deems  it  advisable,  may,  after  appro¬ 
priate  and  timely  notice  to  interested 
parties,  cause  a  hearing  to  be  held  to 
determine  the  need  for  the  employment 
of  learners  at  wages  lower  than  the  min¬ 
imum  wage  applicable  under  section  6 
of  the  act  in  order  to  prevent  curtailment 
of  opportunities  for  employment  in  an 
industry  or  branch  thereof;  and  if  such 
need  is  found  to  exist,  to  determine  the 
occupation  or  occupations  which  require 
a  learning  period  and  the  limitations  as 
to  wages,  time,  number,  proportion,  and 


length  of  service  pursuant  to  which 
learner  certificates  authorizing  the  em¬ 
ployment  of  learners  at  such  submini¬ 
mum  wage  rates  may  be  issued  to  em¬ 
ployers.  Such  hearing  shall  be  held 
before  the  Administrator  or  his  duly  au¬ 
thorized  representative.  Following  such 
hearing  the  Administrator  shall,  by  sup¬ 
plemental  regulations,  prescribe  the 
conditions  under  which  special  certifi¬ 
cates  shall  be  issued  for  the  employment 
of  learners  in  such  industry  or  branch 
thereof,  if  he  determines  that  there  is 
a  need  therfor  to  prevent  curtailment  of 
opportunities  for  employment. 

(b)  The  Administrator  may  issue  a 
subpoena  for  attendance  at  such  hear¬ 
ings  to  any  party  upon  request  and  upon 
a  showing  of  general  relevance  and 
reasonable  scope  of  the  evidence  sought. 
The  Administrator  may,  on  his  own  mo¬ 
tion,  or  that  of  his  authorized  represen¬ 
tative,  cause  to  be  brought  before  him  or 
his  authorized  representative  any  witness 
whose  testimony  he  deems  material  to 
the  matter  in  issue. 


(c)  Such  supplemental  regulations  as 
are  issued  shSlI  not  apply  to  the  employ¬ 
ment  of  learners  at  subminimum  wage 
rates  in  Puerto  Rico  or  the  Virgin 
Islands,  unless  they  so  provide. 

§  522.12  Amendment  or  revocation  of 
the  regulations  contained  in  this  part. 
The  Administrator  may  at  any  time  upon 
his  own  motion  or  upon  written  request 
of  any  interested  person  or  persons  set¬ 
ting  forth  reasonable  grounds  therefor, 
and  after  opportunity  has  been  given  to 
interested  persons  to  present  their  views, 
amend  or  revoke  any  of  the  terms  of 
these  regulations  or  of  the  supplemental 
regulations  applicable  to  the  employ¬ 
ment  of  learners  in  particular  industries. 

Signed  at  Washington,  D.  C.,  this  13th 
day  of  August  1954. 

F.  GRANvnxE  Grimes,  Jr., 
Acting  Administrator, 
Wage  and  Hour  Division. 

[P.  R.  Doc.  54-6421;  Piled,  Aug.  18,  1954; 

8:47  a.  m.] 


NOTICES 


DEPARTMENT  OF  AGRICULTURE 

OfRce  of  the  Secretary 
Alabama 


DESIGNATION  OF  AREA  FOR  PRODTTCTION 
EMERGENCY  LOANS 


For  the  purpose  of  making  loans  pur¬ 
suant  to  section  2  (a)  of  Public  Law  38, 
81st  Congress,  12  U.  S.  C.  1148a — 2  (a), 
it  is  found  that  in  the  following  named 
counties  in  the  State  of  Alabama,  a  pro¬ 
duction  disaster  has  caused  a  need  for 
agricultural  credit  not  readily  available 
from  commercial  banks,  cooperative 
lending  agencies,  or  other  responsible 
sources. 

Alabama 


Baldwin. 

Barbour. 

Bullock. 

Butler. 

Choctaw. 

Clarke. 

Coffee. 

Conecuh. 

Covington. 

Crenshaw. 

Dale. 

Elmore. 

Escambia. 


Geneva. 

Henry. 

Houston. 

Lee. 

Lowndes. 

Macon. 

Mobile. 

Monroe. 

Montgomery. 

Pike. 

Russell. 

Washington. 

Wilcox. 


After  December  31,  1955,  such  loans 
will  not  be  made  in  the -above  named 
counties  except  to  borrowers  who  pre¬ 
viously  received  such  assistance. 

The  period  for  making  initial  produc¬ 
tion  emergency  loans  authorized  on 
February  3,  1954,  in  all  of  the  other 
counties  in  Alabama  (19  F.  R.  734)  is 
hereby  extended  to  December  31,  1955. 


Done  at  Washington,  D.  C.,  this  13th 
day  of  August  1954. 


[seal]  True  D.  Morse, 

Acting  Secretary. 

IP.  R.  Doc.  54-6430;  Piled,  Aug.  18,  1954; 
8:49  a.  m.] 


DEPARTMENT  OF  COMMERCE 

Bureau  of  Foreign  Commerce 

[Case  186] 

Aetna  Converting  Co.  et  al. 

ORDER  REVOKING  EXPORT  LICENSES  AND 
DENYING  EXPORT  PRIVILEGES* 

In  the  matter  of  Aetna  Converting 
Corporation,  Herman  P.  Goldberg,  Bur¬ 
ton  L.  Goldberg,  principals,  171  Madison 
Avenue,  New  York,  New  York ;  Atlas  Con¬ 
verting  Company,  Burton  L.  Goldberg, 
Pres,  and  Treas.,  17  Randall  Street, 
Providence,  Rhode  Island ;  Sol  I.  Smith¬ 
line,  225  Central  Park  West,  New  York, 
New  York;  Herman  P.  Goldberg,  1112 
Coddington  Place,  Charlotte,  North  Car¬ 
olina;  Burton  L.  Goldberg,  17  Randall 
Street,  Providence,  Rhode  Island; 
respondents. 

The  above-named  respondents  were 
charged  on  October  7,  1953,  by  the  Of¬ 
fice  of  International  Trade,  predecessor 
of  the  Bureau  of  Foreign  Commerce, 
with  having  violated  the  Export  Control 
Act  of  1949,  as  amended,  and  the  regula¬ 
tions  thereimder  by  using  a  validated  li¬ 
cense  authorizing  the  exportation  of 
nylon  yam  to  a  named  consignee  in 
France,  to  sell  and  deliver  the  yam  to  an 
unauthorized  consignee  in  that  country; 
by  filing  six  (6)  hcense  applications  to 
export  nylon  yam  without  having  any 
export  orders  therefor;  and  by  failing  to 
keep  the  prescribed  records,  and  to  pro¬ 
duce  them  on  demand  of  the  Office  of 
International  Trade,  with  respect  to 
seventeen  (17)  other  license  applications 
to  export  nylon  yam  to  other  consignees 
in  various  countries. 

Hearings  on  said  charges  were  held  on 
due  notice  before  a  Compliance  Commis¬ 
sioner  of  the  Bureau  of  Foreign  Com¬ 
merce.  All  named  respondents,  except 
Sol  I.  Smithline,  appeared  at  the  hear¬ 


ings  held  at  Washington,  D.  C.,  on  Janu¬ 
ary  7  and  8, 1954,  in  person  and  by  coun¬ 
sel;  said  Sol  I.  Smithline  appeared 
thereat  only  by  counsel.  At  the  ex¬ 
tended  hearings  held  at  New  York  City  on 
June  23  and  24,  1954,  respondent  Smith¬ 
line  appeared  in  person  and  by  counsel, 
while  the  other  named  respondents  failed 
to  appear  or  to  be  represented  by  counsel. 

On  the  basis  of  the  pleadings,  the  evi¬ 
dence  received  at  the  hearings,  the  testi¬ 
mony  of  said  respondents,  and  upon  the 
entire  record,  the  Compliance  Commis¬ 
sioner  filed  a  report  containing  findings 
of  fact,  and  recommendations. 

From  said  report  the  following  are  the 
facts: 

Aetna  Converting  Corporation 
("Aetna”)  and  Atlas  Converting  Com¬ 
pany  ("Atlas”)  were  at  the  time  of  the 
violations  charged,  and  are,  domestic 
corporations  in  which  Herman  P.  Gold¬ 
berg  and  his  son.  Burton  L.  Goldberg, 
are  the  principals.  Sol  I.  Smithline  was 
a  former  officer  of,  and  stockholder  in, 
Aetna,  but  at  the  time  of  the  violations 
herein  had  resigned  his  officership,  and 
relinquished  his  stock  to  the  Goldbergs, 
although  remaining  with  the  company  as 
an  employee. 

Both  corporations  engage  in  the  pur¬ 
chase  and  sale  of  nylon  yam  for  domestic 
use  and  for  export.  Atlas  also  converts 
the  yarn  for  use  in  the  manufacture  of 
hosiery  and  other  articles. 

In  July  1951,  Aetna  held  an  order  to 
ship  nylon  yarn  to  a  customer  in  Paris, 
Prance.  A  validated  export  license  was 
held  by  Aetna  authorizing  the  exporta¬ 
tion  of  2,000  pounds  of  nylon  yarn  to  such 
customer.  Part  of  said  order,  some  220 
pounds  of  yarn,  was  shipped  to  the  cus¬ 
tomer  in  September,  after  the  customer 
opened  payment  for  this  quantity  by  let¬ 
ter  of  credit.  The  balance  of  the  order, 
some  1,776  pounds  of  yarn,  was  shipped 
by  Aetna,  in  October,  to  a  bonded  ware- 
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house  In  Paris,  Prance,  to  be  held  there 
for  its  account  for  release  to  such  custo¬ 
mer  only  upon  payment  therefor  in 
United  States  dollars. 

Without  notifying  the  OflBce  of  Inter¬ 
national  Trade  that  such  customer 
thereafter  refused  to  pay  for  the  yarn  in 
the  Paris  warehouse  and  would  not  ac¬ 
cept  delivery  thereof,  Aetna,  through 
Smithline,  offered  the  yarn  to  other  cus¬ 
tomers  in  Fiance  and,  in  November,  sold 
it  to  a  company  in  Paris,  without  obtain¬ 
ing,  or  seeking,  an  amendment  of  the 
license  authorizing  the  sale  and  delivery 
to  such  company. 

The  Compliance  Commissioner  held 
that  the  shipment  of  the  yarn  to  the 
Paris  warehouse  was  apparently  con¬ 
sonant  with  the  terms  and  provisions  of 
the  license  as  long  as  it  was  intended  for 
sole  delivery  to  the  consignee  named 
therein,  and  could  be  returned  to  the 
United  States  if  such  consignee  refused 
to  accept  the  goods.  When  the  circum¬ 
stances  changed  because  of  the  custom¬ 
er’s  refusal  to  take  the  yarn,  Aetna  was 
obliged  to  reship  the  goods  to  the  United 
States  or  to  obtain  an  amendment  to 
the  license,  although  neither  measuie 
was  adopted. 

Moreover,  Aetna  tried  to  conceal  the 
sale  to  the  new  customer  by  giving  the 
appearance  of  having  delivered  the  yam 
to  the  original  customer,  who  ostensibly 
resold  it  to  the  new  customer,  although 
the  fact  is  that  the  original  customer 
acted  as  a  commission  agent  in  the 
transaction  and  the  sale  was  actually 
made  by  Aetna  to  the  new  customer. 

•The  Compliance  Commissioner  made 
the  finding  that  the  sale  of  the  yarn  to 
the  new  customer  in  Fiance  was  con¬ 
trary  to  the  terms  and  provisions  of  the 
export  license  after  Aetna  became  aware 
of  the  refusal  of  the  original  purchaser 
to  take  the  yarn;  and  that  the  terms 
of  the  bill  of  lading  relating  to  the  ex¬ 
port.  which  named  the  original  customer 
as  the  ultimate  consignee,  had  also  been 
violated. 

With  respect  to  the  six  license  appli¬ 
cations  filed  by  Aetna  with  the  Office  of 
International  Trade  between  September 
10  and  October  12,  1951,  Aetna  made,  or 
caused  to  be  made  thereon,  representa¬ 
tions  that  it  held  firm  orders,  when  in 
fact  it  did  not  hold  firm  orders,  at  least 
as  to  four  of  them,  and  the  statements 
executed  by  the  respective  French  buyers 
at  the  instance  of  Aetna,  acting  by 
Smithline,  and  attached  to  the  applica¬ 
tions,  were  known  to  it  to  be  mere  ulti¬ 
mate  consignee  statements.  Only  two 
of  the  Fi'ench  firms  submitted  firm 
orders. 

Aetna,  through  Smithline,  solicited 
and  obtained  such  statments  intending 
thereby  to  put  Aetna  in  a  position  to 
apply  for  and  obtain  validated  export 
licenses  to  ship  nylon  yarn  to  such 
customers  in  France,  and,  at  the  same 
time,  intending  to  circumvent  the  yarn 
Quota  allocation  established  by  the  Office 
of  International  Trade,  and  thus  obtain 
a  larger  share  of  the  quota  allocation  to 
Prance  than  it  was  entitled  to. 

In  making  the  aforesaid  representa¬ 
tions  and  by  attaching  such  documents 
to  the  several  license  applications.  Aetna 
pretended  that  such  applications  were 


in  conformance  with  the  Office  of  Inter¬ 
national  Trade  regulations  requiring  the 
existence  of  a  firm  order  to  support  a 
license  application.  The  fact  is  that 
four  of  the  alleged  consignees  were  then 
unable  to  give  firm  orders  because  of 
import  license  difficulties  and  inability 
to  obtain  United  States  dollars  to  pay 
for  yarn,  and  relied  upon  Smithline’s 
oral  and  written  statements  that  the 
execution  of  the  aforementioned  docu¬ 
ments  implied  no  firm  commitments  on 
their  part,  but  simply  put  Aetna  in  a 
position  to  get  United  States  export  li¬ 
censes  and  have  them  ready  against 
anticipated  orders  from  them. 

The  final  charge  of  failing  to  keep  pre¬ 
scribed  records  and  to  produce  them  for 
the  examination  of  the  Office  of  Inter¬ 
national  Trade  involves  the  Goldbergs 
and  the  corporate  respondents,  but  does 
not  include  Smithline.  Here  Aetna  was 
unable  to  produce  the  firm  orders  rep¬ 
resented  to  be  in  existence  in  connection 
with  the  four  applications  mentioned 
above,  or  to  supply  adequate  records  in 
support  thereof.  And  neither  Aetna  nor 
Atlas  was  able  to  show  the  existence  of 
supporting  orders,  as  required  by  the 
regulations,  with  regard  to  seventeen 
(17)  license  applications  filed  with  the 
Office  of  International  Trade  between 
September  10,  1951,  and  March  7,  1952, 
to  export  quantities  of  nylon  yarn  to 
consignees  in  various  foreign  countries. 

In  his  report  the  Compliance  Commis¬ 
sioner  made  a  finding  of  violation 
against  the  named  respondents  as 
charged  in  the  charging  letter  of  Octo¬ 
ber  7,  1953.  He  rejected  the  defenses  of 
respondents  of  alleged  inexperience  with 
export  transactions  and  of  unfamiliar¬ 
ity  with  the  export  regulations.  He  also 
found  as  without  weight  the  contention 
put  forward  by  the  Goldbergs  that  the 
ultimate-consignee  statements  had  been 
obtained  by  Smithline  without  their 
knowledge  or  consent,  and  that  they  be¬ 
lieved  such  statements  were  bona  fide 
orders.  He  concluded  further  that 
Smithline’s  claim  of  having  accepted  the 
ultimate  consignee  statements  in  the  be¬ 
lief  that  such  were  firm  orders  was 
equally  without  substance. 

In  making  his  recommendations  the 
Compliance  Commissioner  took  into 
consideration  the  several  mitigating 
circumstances  claimed  by  respondents. 
He  gave  weight  to  such  additional  fac¬ 
tors  as  the  absence  of  any  record  of 
prior  export  violations  by  these  respond¬ 
ents;  their  apparent  good  reputation  in 
the  business  community;  and  the  (un¬ 
confirmed)  report  that  Aetna  is  no 
longer  in  business  and  that  Atlas  is  in 
the  hands  of  receivers. 

The  Compliance  Commissioner  never¬ 
theless  concluded  that  respondents  had 
participated  in  violations  of  a  serious 
nature,  and  under  circumstances  show¬ 
ing  that  such  participation  was  know¬ 
ing  and  deliberate. 

In  view  of  the  finding  that  Smithline 
Is  not  as  culpable  as  the  other  respond¬ 
ents  in  that  he  was  not  involved  in  the 
record-keeping  charge;  that  Aetna  and 
Atlas  appear  no  longer  to  be  in  business 
whereas  Smithline  is  now  employed  by 
a  firm  in  the  export  business  and  a  de¬ 
nial  of  export  privileges  would  conse¬ 


quently  fall  more  heavily  upon  him  and 
the  innocent  company  by  which  he  is 
employed  than  it  would  upon  such  re¬ 
spondent  firms,  the  Compliance  Com¬ 
missioner  made  the  recommendations 
which  appear  below. 

The  findings  and  recommendations  of 
the  Compliance  Commissioner  have  been 
carefully  considered,  together  with  the 
charging  letter,  respondents’  written  an¬ 
swers  thereto,  the  evidentiary  material, 
and  the  entire  record.  It  apf>ears  there¬ 
from  that  the  Compliance  Commission¬ 
er’s  findings  are  in  accordance  with  the 
evidence,  and  that  his  recommendations 
are  fair  and  reasonable  and  should  be 
adopted. 

Now,  therefore,  it  is  ordered  as  fol¬ 
lows:  I.  Except  as  to  respondent  Sol  I. 
Smithline,  all  outstanding  validated  ex¬ 
port  licenses  which  are  held  by  or  issued 
in  the  name  of  any  of  the  respondents, 
or  of  any  person,  firm,  corporation  or 
other  business  organization  with  which 
they,  or  any  of  them,  are  related  by 
ownership,  control,  position  of  responsi¬ 
bility.  or  other  connection  in  the  conduct 
of  trade  involving  exports  from  the 
United  States  or  services  connected 
therewith,  are  hereby  revoked  and  shall 
be  returned  forthwith  to  the  Bureau  of 
Foreign  Commerce  for  cancellation. 

n.  Respondents,  their  associates,  part¬ 
ners,  representatives,  agents,  successors, 
assigns,  nominees,  directors,  officers,  and 
employees  are  hereby  denied  all  privi¬ 
leges  of  participating,  directly  or  indi- 
rectlj^in  any  manner  or  capacity,  in  an 
exportation  of  any  commodity  from  the 
United  States  to  any  foreign  destination, 
including  Canada.  Without  limiting  the 
generality  of  the  foregoing  denial  of  ex¬ 
port  privileges,  participation  in  an  ex¬ 
portation  is  deemed  to  include  and  pro¬ 
hibit  respondents’  participation  (a)  in 
the  preparation  or  filing  of  any  validated 
export  license  application  as  a  party,  or 
as  the  representative  of  a  party,  (b)  in 
the  obtaining  or  using  of  any  validated 
or  general  export  license  or  other  export 
control  document,  (c)  in  the  receiving 
in  any  foreign  country  of  any  commodi¬ 
ties  exported  from  the  United  States,  and 
(d)  in  the  financing,  forwarding,  trans¬ 
porting,  storing,  or  other  servicing  of 
exports  from  the  United  States. 

III.  Such  denial  of  export  privileges 
shall  apply  not  only  to  said  respondents 
and  the  persons  and  firms  intended  to  be 
covered  in  Part  n  above,  but  also  to  any 
person,  firm,  corporation  or  business  or¬ 
ganization  with  which  they,  or  any  of 
them,  may  be  now  or  hereafter  related 
by  owrership,  control,  position  of  re¬ 
sponsibility,  or  other  connection,  in  the 
conduct  of  trade  involving  exports  from 
the  United  States  or  services  connected 
therewith. 

rv.  This  order  shall  extend  for  a  period 
of  six  (6)  months  from  the  date  hereof; 
Provided,  however,  'That  during  the  last 
three  (3)  months  of  said  period  the  ex¬ 
port  privileges  which  are  denied  to  re¬ 
spondent  Sol  I.  Smithline  by  the  terms 
hereof  shall  be  restored  to  him  without 
further  order  of  the  Bureau  of  Foreign 
'  Commerce.  In  the  event,  however,  that 
said  respondent  Sol  I.  Smithline  or  the 
persons  and  companies  in  Parts  II  and 
m  above  related  to  him,  shall  knowingly 
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violate  the  terms  of  this  order  or  any  of 
the  laws  or  regulations  related  to  export 
control  during  the  entire  period  of  the 
order,  the  Bureau  of  Foreign  Commerce 
may  summarily  and  without  notice  to 
the  person  or  company  responsible  for 
such  violation,  at  such  time  as  it  shall 
determine  that  such  violation  has  oc¬ 
curred,  issue  a  supplemental  order  which 
shall  deny  to  such  person  or  company  all 
export  privileges  for  the  said  period  of 
the  order  which  has  been  held  in  abey¬ 
ance  with  respect  to  him  or  it,  and  shall 
revoke  all  validated  export  licenses  then 
outstanding  and  as  to  which  said  person’ 
or  company  may  be  a  party,  without 
thereby  limiting  the  Bureau  of  Foreign 
Commerce  from  taking  such  other  and 
further  action  based  on  such  violation 
as  it  shall  deem  warranted. 

V.  No  person,  firm,  corporation,  or 
other  business  organization,  whether  in 
the  United  States  or  elsewhere,  and 
whether  or  not  engaged  in  trade  relating 
to  exports  from  the  United  States,  shall 
without  prior  disclosure  of  the  facts  to, 
and  specific  authorization  from,  the  Bu¬ 
reau  of  Foreign  Commerce,  directly  or 
indirectly  in  any  manner  or  capacity,  (a) 
apply  for,  obtain,  transfer,  or  use  any 
license,  shipper’s  export  declaration,  bill 
of  lading,  or  other  export  control  docu¬ 
ment  relating  to  an  exportation  of  com¬ 
modities  from  the  United  States,  or,  (b) 
order,  receive,  buy,  use,  dispose  of,  fi¬ 
nance,  transport,  forward,  store,  or  oth¬ 
erwise  service,  or  participate  in,  any 
exportation  from  the  United  States  or  in 
a  re-exportation  of  any  commodity  ex¬ 
ported  from  the  United  States  to  any 
foreign  destination,  with  respect  to 
which  any  of  the  persons  or  firms  within 
the  scope  of  Parts  I-III  hereof  have  any 
Interest  of  any  kind  or  nature,  direct  or 
indirect. 

Dated:  August  16,  1954. 

Wallace  S.  Thomas, 

Acting  Director, 

Office  of  Export  Supply. 

IP.  R.  Doc.  64-6442;  Piled,  Aug.  18.  1954; 
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Federal  Maritime  Board 

Member  Lines  of  the  Pacific  Westbound 
Conference  et  al. 

notice  of  agreements  filed  for  approval 

Notice  is  hereby  given  that  the  follow¬ 
ing  described  agreements  have  been  filed 
with  the  Board  for  approval  pursuant 
to  5  15  of  the  Shipping  Act,  1916,  as 
amended;  39  Stat.  733,  46  U.  S.  C.  §  814. 

(1)  Agreement  No.  57-49,  between  the 
member  lines  of  the  Pacific  Westbound 
Conference,  modifies  the  appendix  to  the 
basic  agreement  of  that  conference  (No. 
57)  by  deleting  the  reference  to  ports  of 
China  and  North  China  now  included  in 
the  Classification  of  Discharge  Ports  and 
Rates  to  Differential  Ports  and  by  adding 
Takao,  Formosa,  as  a  differential  port, 
and  by  changing  the  name  of  Cargo 
Protection  and  Inspection  Bureau  to 
Pacific  Cargo  Inspection  Bureau. 


(2)  Agreement  No.  90-8,  between  the 
member  lines  of  the  Java  New  York  Rate 
Agreement,  modifies  the  basic  agreement 
of  that  conference  (No.  90)  to  include  a 
new  provision  prohibiting  the  divulgence 
to  any  one  except  to  another  member 
and  to  the  Federal  Maritime  Board  of 
information  concerning  matters  coming 
before  the  conference  and  providing  that 
non-compliance  therewith  shall  subject 
the  offending  member  to  a  fine  to  be  de¬ 
termined  by  the  other  members. 

(3)  Agreement  No.  5680-A.  between 
the  carriers  comprising  the  Fern-Ville 
Far  East  Lines  joint  service  and  the 
member  lines  of  the  Pacific  Straits  Con¬ 
ference,  covers  the  admission  of  the  joint 
service  to  associate  membership  in  that 
conference.  As  associate  member,  the 
joint  service  will  be  obligated  to  abide 
by  all  the  rates,  rules,  regulations  and 
decisions  of  the  conference;  will  have  no 
vote  in  conference  affairs;  and  will  be 
permitted  to  participate  in  conference 
contracts  with  shippers. 

Interested  parties  may  inspect  these 
agreements  and  obtain  copies  thereof  at 
the  Regulation  OfiBce,  Federal  Maritime 
Board,  Washington,  D.  C.,  and  may  sub¬ 
mit,  within  20  days  after  publication  of 
this  notice  in  the  Federal  Register, 
written  statements  with  reference  to  any 
of  the  agreements  and  their  position  as 
to  approval,  disapproval,  or  modification, 
together  with  request  for  hearing  should 
such  hearing  be  desired. 

Dated:  August  16,  1954. 

By  order  of  the  Federal  Maritime 
Board. 

[seal]  a.  J.  Williams, 

Secretary. 

IP.  R.  Doc.  54-6451;  Filed,  Aug.  18,  1954; 

8:53  a.  m.] 

DEPARTMENT  OF  THE  INTERIOR 

Bureau  of  Land  Management 

Alaska 

ALASKA  PUBLIC  SALE  ACT;  CLASSIFICATION 
NO.  16 

August  13,  1954. 

Pursuant  to  the  authority  delegated  to 
me  under  section  2.21  of  Order  No.  1,  Bu¬ 
reau  of  Land  Management.  Area  4.  ap¬ 
proved  by  the  Acting  Secretary  of  the 
Interior  August  20,  1951  (16  F.  R.  8625, 
8627),  the  following  described  land  is 
classified  for  disposal  under  the  Alaska 
Public  Sale  Act  of  August  30,  1949  (63 
Stat.  679;  43  U.  S.  C.  364a-364e)  for 
commercial  and  industrial  purposes; 

U.  S.  Survey  2946:  Lot  2 
Containing  approximately  0.33  acre. 

The  above  land  will  be  offered  for  sale 
in  accordance  with  regulations  contained 
in  43  CFR  75.23  to  75.40.  If  no  bid  at  the 
minimum  acceptable  price  or  above  is 
made,  the  land  may  be  held  for  future 
offering  or  the  classification  may  be 
rescinde(L 

Fred  J.  Weiler, 

Area  Lands  and  Minerals  Officer. 

IF.  R.  Doc.  64-6416;  Filed.  Aug.  18,  1954; 

8:46  a.m.] 


Colorado 

NOTICE  OF  PROPOSED  WITHDRAWAL  AND 
RESERVATION  OF  LANDS 

August  12,  1954. 

An  application,  serial  number  Colo- 
rado  09006,  for  the  withdrawal  from  all 
forms  of  appropriation  under  the  public 
land  laws  of  the  lands  described  below, 
subject  to  valid  existing  rights  was  filed 
July  27,  1954  by  the  Department  of  the 
Air  Force. 

The  purposes  of  the  proposed  with- 
drawal:  For  use  in  the  establishment 
of  the  Air  Force  Academy  authorized  by 
Public  Law  325,  83d  Congress. 

For  a  period  of  thirty  days  from  the 
date  of  publication  of  this  notice,  per¬ 
sons  having  cause  to  object  to  the  pro¬ 
posed  withdrawal  may  present  their 
objections  in  writing  to  the  State  Super¬ 
visor  for  Colorado,  Bureau  of  Land  Man¬ 
agement,  429  Post  Office  Building, 
Denver,  Colorado.  In  case  any  objection 
is  filed  and  the  nature  of  the  opposition 
is  such  as  to  warrant  it,  a  public  hearing 
will  be  held  at  a  convenient  time  and 
place,  which  will  be  announced,  where 
opponents  to  the  order  may  state  their 
views  and  where  proponents  of  the  order 
can  explain  its  purpose. 

The  determination  of  the  Secretary 
on  the  application  will  be  published  in 
the  Federal  Register,  either  in  the  form 
of  a  public  land  order  or  in  the  form 
of  a  notice  of  determination  if  the  ap¬ 
plication  is  rejected.  In  either  case,  a 
separate  notice  will  be  sent  to  each  in¬ 
terested  party  of  record. 

The  lands  involved  in  the  application 
are: 

Sixth  Principal  Meridian — Colorado 

T.  12  S..  R.  67  W., 

Sec.  5— Wi^SE14.  SW>/4NE>4; 

Sec.  21— NWt4; 

Sec.  28— NW^^. 

Total  area:  440  acres. 

Max  Caplan, 
State  Supervisor. 

IP.  R.  Doc.  54-6417;  Piled,  Aug.  18,  1954; 

8:46  a.  m.] 


Fish  and  Wildlife  Service 

Certain  Lands  and  Waters  Adjacent  to 
Presquile  National  Wildlife  Refuge, 
Virginia 

ORDER  DESIGNATING  AS  CLOSED  AREA  UNDER 
THE  MIGRATORY  BIRD  TREATY  ACT 

By  virtue  of  and  pursuant  to  the 
Migratory  Bird  Treaty  Act  of  July  3, 
1918  (40  Stat.  755),  and  Reorganization 
Plan  n  (53  Stat.  1431),  and  in  accord¬ 
ance  with  the  provisions  of  the  Admin¬ 
istrative  Pr(x;edure  Act  of  June  11,  1946 
(60  Stat.  238),  I,  Orme  Lewis,  Assistant 
Secretary  of  the  Interior,  having  due  re¬ 
gard  to  the  zones  of  temperature  and  to 
the  distribution,  abundance,  economic 
value,  breeding  habits,  and  times  and 
lines  of  migratory  flight  of  migratory 
birds  included  in  the  terms  of  the  con¬ 
vention  between  the  United  States  and 
Great  Britain  for  the  protection  of  mi¬ 
gratory  birds,  concluded  August  16, 1916, 
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and  the  convention  between  the  United 
States  and  the  United  Mexican  States 
for  the  protection  of  migratory  birds 
and  game  mammals,  concluded  Febru¬ 
ary  7,  1936,  do  hereby  designate  as  closed 
area  in  or  on  which  pursuing,  hunting, 
taking,  capturing,  or  killing  of  migratory 
birds,  or  attempting  to  take,  capture,  or 
kill  migratory  birds  is  not  permitted, 
said  area  identified  and  described  as 
follows: 

^  All  the  area  of  the  bed  of  the  James 
River,  submerged  or  exposed,  including 
the  waters  thereof,  in  Charles  City  and 
Henrico  Counties,  Virginia,  immediately 
contiguous  to  and  abutting  upon  lands 
of  the  United  States  (Presquile  National 
Wildlife  Refuge)  and  more  particularly 
described  as  follows: 

Beginning  at  a  point  In  the  Chesterfteld- 
Charles  City  County  Line,  near  the  southern 
point  of  Turkey  Island  and  at  the  lower  end 
of  the  Turkey  Island  Cutoff,  from  which 
point  a  1"  Iron  pipe  projecting  16"  above 
the  ground  bears  North,  0.58  chain  distant; 
thence  with  the  line  of  ordinary  low  water 
upstream  In  part  with  the  Chesterfleld- 
Charles  City  County  Line  and  In  part  with 
the  Cheeterfleld-Henrico  County  Line,  ap¬ 
proximately  five  and  one-half  miles  to  the 
southwest  point  of  Turkey  Island  at  the 
upper  end  of  Turkey  Island  Cutoff,  a  1V4" 
iron  pipe  projecting  36"  above  the  ground 
from  which  pipe  the  U.  S.  C.  &  G.  S.  trl- 
angulatlon  station  “Turkey’*  beans  3.  57*  36' 
E.,  27.92  chains  distant;  thence  N.  23°  30'  W.. 
approximately  one-eighth  mile  across  the 
James  River  to  the  line  of  ordinary  low  water 
on  the  left  shore,  approximately  one  and 
one-half  miles  above  the  mouth  of  Curies 
Neck  Creek;  thence  downstream  with  the 
line  of  ordinary  low  water  on  the  left  shore 
of  the  James  River,  passing  Curies  Neck 
Creek  and  "Turkey  Island  Creek,  approxi¬ 
mately  seven  miles  to  a  point  near  Shirley, 
approximately  one-half  mile  downstream 
from  the  boat  landing  or  dock  at  upper 
Shirley;  thence  N.  60*  30'  W.,  approximately 
three-eighths  mile  to  the  place  of  beginning. 

The  order  of  the  Secretary  of  the  In¬ 
terior,  dated  April  22,  1954  (19  P.  R. 
2502 ) ,  designating  as  a  closed  area  under 
the  Migratory  Bird  Treaty  Act  certain 
lands  and  waters  adjacent  to  the  Pres¬ 
quile  National  Wildlife  Refuge,  Virginia, 
is  revoked  upon  publication  of  this  order 
in  the  Federal  Register. 

Since  this  order  diminishes  the  area 
closed  to  the  hunting  of  migratory  birds 
and  thus  is  a  relaxation  of  restrictions 
on  such  hunting,  notice  and  public  pro¬ 
cedure  thereon  are  unnecessary  and  this 
designation  shall  become  effective  upon 
publication  in  the  Federal  Register. 

Issued  at  Washington,  D.  C.  this  13th 
day  of  August  1954. 

Orme  Lewis, 

Assistant  Secretary  of  the  Interior. 

IP.  R.  Doc.  54-6415;  Piled.  Aug.  18.  1954; 

8:45  a.  m.] 


CIVIL  AERONAUTICS  BOARD 

IDocket  No.  1102  et  al.] 

Braniff  Airways,  Inc.,  et  al.;  Reopened 
Southern  Service  to  the  West  Case 

NOTICE  OF  ORAL  ARGUMENT 

In  the  matter  of  the  application  of 
Braniff  Airways,  Inc.,  and  other  appli¬ 
cants  for  certificates  or  amendments  of 


certificates  of  public  convenience  and 
necessity  and  a  proceeding  to  determine 
whether  the  public  convenience  and  ne¬ 
cessity  require  the  establishment  of 
certain  through  air  transportation  serv¬ 
ice. 

Notice  is  hereby  given,  pursuant  to 
the  provisions  of  the  Chvil  Aeronautics 
Act  of  1938,  as  amended,  that  oral  argu¬ 
ment  in  the  above-entitled  proceeding 
is  assigned  to  be  held  on  September  16, 
1954,  at  10  a.  m.,  e.  d.  t.,  in  Room  5042, 
Commerce  Building,  Constitution  Ave¬ 
nue  between  Fourteenth  and  Fifteenth 
Streets  NW.,  Washington,  D.  C.,  before 
the  Board. 

Dated  at  Washington,  D.  C.,  August 
13,  1954. 

[seal]  Francis  W.  Brown, 

Chief  Examiner. 

[P.  R.  Doc.  54-6447;  Piled.  Aug.  18,  1954; 

8:52  a.  m.] 


FEDERAL  POWER  COMMISSION 

[Project  No.  2162] 

Washington  State  Power  Commission 

notice  or  APPLICATION  FOR  PRELIMINARY 
PERMIT 

August  12,  1954. 

Public  notice  is  hereby  given  that  ap¬ 
plication  has  been  filed  by  Washington 
State  Power  Commission,  Seattle,  Wash¬ 
ington,  for  preliminary  permit  under  the 
Federal  Power  Act  (16  U.  S.  C,  791a-825r) 
for  propiosed  Project  No.  2162  to  be  lo¬ 
cated  on  the  Columbia  River,  in  the 
region  of  Yakima,  Ellensburg,  We¬ 
natchee,  Ephrata,  Moses  Lake,  Richland, 
Pasco,  and  Kennewick,  all  in  the  State 
of  Washington.  The  proposed  project 
would  consist  of  a  dam  about  13,500  feet 
long  across  the  Columbia  River  at  ap¬ 
proximately  mile  397  upstream  from  its 
mouth  forming  a  reservoir  with  normal 
full  pool  elevation  at  550  feet  extending 
upstream  about  56  miles  to  the  tailwater 
of  the  Rock  Island  development;  a  spill¬ 
way  occupying  the  present  channel  with 
the  crest  at  elevation  532;  a  stilling  pool; 
provisions  for  future  navigation  locks; 
suitable  fish  ladders;  a  powerhouse  with 
initial  installation  of  23-turbine-genera¬ 
tor  units  of  1,219,000  kw.  total  capacity 
and  an  ultimate  installation  of  30  units 
aggregating  1,590,000  kw.  in  capacity; 
and  appurtenant  hydraulic,  mechanical 
and  electrical  facilities  and  miscellane¬ 
ous  project  works. 

Protests  or  petitions  to  intervene  may 
be  filed  with  the  Federal  Power  Commis¬ 
sion,  Washington  25,  D.  C„  in  accordance 
with  the  rules  of  practice  and  procedure 
of  the  Commission  (18  (TFR  1.8  or  1.10), 
the  time  within  which  such  petitions 
must  be  filed  being  specified  in  the  rules. 
The  last  date  upon  which  protests  may 
be  filed  is  September  30,  1954.  The  ap¬ 
plication  is  on  file  with  the  Commission 
for  public  inspection. 

[seal]  Leon  M.  Fuquay, 

Secretary. 

[P.  R.  Doc.  54-6422;  Piled,  Aug.  18,  1954; 

8:47  a.  m.] 


[Docket  No.  G-2409] 

Northern  Natural  Gas  Co. 

ORDER  FIXING  DATE  OF  HEARING 

Northern  Natural  Gas  Company  (Ap¬ 
plicant)  ,  a  Delaware  corporation  with  its 
principal  office  at  Omaha,  Nebraska, 
filed,  on  April  19,  1954,  an  application, 
pursuant  to  section  7  of  the  Natural  Gas 
Act,  for  a  certificate  of  public  conveni¬ 
ence  and  necessity  authorizing  it  to 
construct  and  operate  a  certain  branch 
line  with  measuring  and  regulating  fa¬ 
cilities  to  enable  it  to  provide  natural  gas 
service  to  the  Black  Dog  Lake  Power 
Generating  Station  of  Northern  States 
Power  Company  located  near  St.  Paul, 
Minnesota,  or  as  more  fully  described  in 
the  application  on  file  with  the  Commis¬ 
sion  and  open  to  public  inspection. 

The  Commission  finds:  It  is  appropri¬ 
ate  and  in  the  public  interest  in  carrying 
out  the  provisions  of  the  Natural  Gas  Act, 
and  good  cause  exists,  to  hold  a  public 
hearing  in  the  above-entitled  proceeding, 
as  hereinafter  provided  and  ordered. 

The  Commission  orders: 

(A)  Pursuant  to  authority  contained 
in  and  subject  to  the  jurisdiction  con¬ 
ferred  upon  the  Federal  Power  Commis¬ 
sion  by  sections  7,  15,  and  16  of  the 
Natural  Gas  Act,  and  the  Commission's 
rules  and  regulations,  including  rules  of 
practice  and  procedure  (18  CFR  Chapter 
I) ,  a  public  hearing  be  held,  commencing 
on  September  13,  1954,  at  10:00  a.  m., 
e.  d,  s.  t.,  in  a  Hearing  Room  of  the  Fed¬ 
eral  Power  Commission,  441  G  Street 
NW.,  Washington,  D.  C.,  concerning  the 
matters  involved  in  and  the  issues  pre¬ 
sented  by  the  application  herein. 

(B)  Interested  State  commissions  may 
participate  as  provided  by  §§  1.8  and  1.37 
(f)  of  the  Commission’s  rules  of  practice 
and  procedure  (18  CFR  1.8  and  1.37  (f) ), 

Adopted:  August  10,  1954. 

Issued:  August  12,  1954. 

By  the  Commission. 

[seal]  Leon  M.  Fuquay, 

Secretary. 

[F.  R.  Doc.  54-6423;  Piled,  Aug.  18,  1954; 

8:47  a.  m.J 


[Docket  No.  0-2467] 

El  Paso  Natural  Gas  Co. 

ORDER  FIXING  DATE  OF  HEARING 

This  proceeding  is  a  proper  one  for  dis¬ 
position  under  the  provisions  of  §  1.32  (b) 
(18  CFR  1.32  (b) )  of  the  Commission’s 
rules  of  practice  and  procedure.  Appli¬ 
cant  having  requested  that  its  applica¬ 
tion,  filed  June  25,  1954,  pursuant  to 
section  7  of  the  Natural  Gas  Act,  for  au¬ 
thorization  to  construct  and  operate  cer¬ 
tain  facilities  as  described  in  said 
application,  be  heard  under  the  short¬ 
ened  procedure  provided  by  the  aforesaid 
rule  for  noncontested  proceedings,  pro¬ 
vided  that  no  request  to  be  heard,  protest 
or  petition  is  filed  subsequent  to  the  giv¬ 
ing  of  due  notice  of  the  filing  of  the 
application  including  publication  in  the 
Federal  Register  on  July  15,  1954  (19 
F.  R.  4368). 
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NOTICES 


Good  cause  exists  and  it  is  in  the  pub¬ 
lic  interest  to  fix  the  date  of  hearing  in 
this  proceeding  less  than  15  days  after 
publication  of  this  order  in  the  Federal 
Register. 

The  Commission  orders: 

(A)  Pursuant  to  the  authority  con¬ 
tained  in  and  subject  to  the  jurisdiction 
conferred  upon  the  Federal  Power  Com¬ 
mission  by  sections  7  and  15  of  the  Natu¬ 
ral  Gas  Act,  and  the  Commission’s  rules 
of  practice  and  procedure,  a  hearing  be 
held  on  August  23,  1954,  at  9:30  a.  m., 
e.  d.  s.  t.,  in  the  Hearing  Room  of  the 
Federal  Power  Commission,  441  G  Street 
NW.,  Washington,  D.  C.,  concerning  the 
matters  involved  and  the  issues  pre¬ 
sented  by  the  application:  Provided, 
however.  That  the  Commission  may, 
after  a  noncontested  hearing,  forthwith 
dispose  of  the  proceedings  pursuant  to 
the  provisions  of  §  1.32  (b)  of  the  Com¬ 
mission’s  rules  of  practice  and  procedure. 

(B)  Interested  State  commissions  may 
participate  as  provided  by  §§  1.8  and  1.37 
(f )  (18  CFR  1.8  and  1.37  (f ) )  of  the  said 
rules  of  practice  and  procedure. 

Adopted:  August  10,  1954. 

Issued:  August  12.  1954. 

By  the  CTommission. 

[SEAL]  Leon  M.  Fuquay, 

Secretary. 

[F.  R.  DOC.  54-6424;  Piled,  Aug.  18,  1954; 

8:47  a.  m.] 


SECURITIES  AND  EXCHANGE 
COMMISSION 

IPlle  No.  70-3284] 

Utah  Power  &  Light  Co.  ^ 
NOTICE  of  proposed  BANK  BORROWINGS 
August  13,  1954. 

Notice  is  hereby  given  that  Utah 
Power  &  Light  Company  (“Company”), 
a  registered  holding  company  which  is 
also  a  public-utility  operating  company, 
has  filed  with  this  Commission  a  decla¬ 
ration  pursuant  to  the  Public  Utility 
Holding  Company  Act  of  1935  (“act”), 
designating  sections  6  (a)  and  7  thereof 
as  applicable  to  the  proposed  transac¬ 
tions,  which  are  summarized  as  follows: 

Pursuant  to  a  CJredit  Agreement  to  be 
made  with  seventeen  lending  banks,  the 
Company  proposes  to  borrow  not  to  ex¬ 
ceed  $20,000,000  during  the  period  end¬ 
ing  August  31,  1955.  Under  the  terms 
of  the  Agreement,  the  Company  will  bor¬ 
row  from  said  banks  from  time  to  time 
during  the  period  as  its  construction 
program  requires,  such  borrowings  to  be 
evidenced  by  notes  payable  on  October 
1,  1955,  with  the  right  of  prepayment  in 
whole  or  in  part  at  any  time.  The  notes 
will  bear  interest  at  the  prime  commer¬ 
cial  rate  of  The  Chase  National  Bank 
of  the  City  of  New  York  (now  3  percent) 
at  the  time  each  loan  is  made. 

The  proceeds  from  these  bank  loans, 
together  with  other  available  cash,  will 
be  used  to  carry  on  (but  will  not  be  suf¬ 
ficient  to  complete)  the  1954-1955  con¬ 
struction  program  of  the  Company  and 
its  wholly  owned  subsidiary  The  Western 
Colorado  Power  Company;  which  pro¬ 
gram  will  require,  according  to  present 


estimates,  approximately  $25,300,000  in 
1954  and  $21,900,000  in  1955.  It  is  the 
Company’s  intention  to  issue  and  sell, 
during  the  second  half  of  1955,  such  ad¬ 
ditional  securities  as  may  be  required 
to  provide  funds  for  paying  the  bank 
loans  and  financing  in  part  the  re¬ 
mainder  of  the  1955  program,  maintain¬ 
ing  approximately  the  present  debt- 
equity  ratio. 

No  finder’s  fee  or  other  remuneration 
will  be  paid  in  connection  with  the  pro¬ 
posed  bank  loans.  The  Company  esti¬ 
mates  that  its  expenses  in  connection 
with  said  loans  will  be  approximately 
$1,000. 

The  Company  has  also  filed  an  appli¬ 
cation  with  the  Idaho  Public  Utilities 
Commission  for  its  authorization  of  the 
proposed  borrowings.  In  the  opinion  of 
the  Company’s  counsel,  no  other  State 
commission  nor  any  Federal  commission 
other  than  this  Commission  has  juris¬ 
diction  in  the  premises. 

It  is  requested  that  the  Commission’s 
order  be  made  effective  upon  issuance. 

Notice  is  further  given  that  any  inter¬ 
ested  person  may,  not  later  than  Sep¬ 
tember  7.  1954,  at  5:30  p.  m..  request  in 
writing  that  a  hearing  be  held  on  such 
matter,  stating  the  nature  of  his  inter¬ 
est,  the  reasons  for  such  request,  and 
the  issues  of  fact  or  law,  if  any,  raised 
by  said  declaration  which  he  desires  to 
controvert:  or  he  may  request  that  he 
be  notified  if  the  Commission  should 
order  a  hearing  thereon.  Any  such  re¬ 
quest  should  be  addressed:  Secretary, 
Securities  and  Exchange  Commission, 
Washington  25,  D.  C.  At  any  time  after 
said  date  said  declaration,  as  filed  or  as 
amended,  may  be  permitted  to  become 
effective  as  provided  in  Rule  U-23  of 
the  rules  and  regulations  promulgated 
under  the  act,  or  the  Commission  may 
exempt  such  transactions  as  provided  in 
Rule  U-20  (a)  and  Rule  U-100  thereof. 

By  the  Commission. 

[seal]  Nellye  a.  Thorsen, 

Assistant  Secretary, 

[P.  R.  Doc.  54-6425;  Piled,  Aug.  18.  1954; 

8:48  a.  m.] 


INTERSTATE  COMMERCE 
COMMISSION 

[4th  Sec.  Application  29572] 

Motor -Rail  Rates  in  the  East; 

Substituted  Service 

APPLICATION  FOR  RELIEF 

August  13, 1954. 

The  Commission  is  in  receipt  of  the 
above-entitled  and  numbered  application 
for  relief  from  the  long-and-short-haul 
provision  of  section  4  (1)  of  the  Inter¬ 
state  Commerce  Act. 

Filed  by:  The  New  York,  New  Haven 
and  Hartford  Railroad  Company  and 
Merchants  Service  Trucking,  Inc, 

Commodities  involved:  Semi-trailers, 
loaded  or  empty,  on  fiat  cars. 

Between:  Boston,  Mass.,  Hartford, 
Conn.,  New  London,  Conn.,  and  Provi¬ 
dence,  R.  I.,  on  the  one  hand,  and  Har¬ 
lem  River,  N.  Y.,  Elizabeth,  N.  J.,  and 
Edgewater,  N.  J.,  on  the  other,  also  be¬ 
tween  Boston,  Mass.,  and  New  London, 
Corm, 


Grounds  for  relief:  Competition  with 
motor  carriers. 

Any  interested  person  desiring  the 
Commission  to  hold  a  hearing  upon  such 
application  shall  request  the  Commis¬ 
sion  in  writing  so  to  do  within  15  days 
from  the  date  of  this  notice.  As  pro¬ 
vided  by  the  general  rules  of  practice 
of  the  Commission,  Rule  73,  persons 
other  than  applicants  should  fairly  dis- 
close  their  interest,  and  the  position  they 
intend  to  take  at  the  hearing  with  re¬ 
spect  to  the  application.  Otherwise  the 
Commission,  in  its  discretion,  may  pro¬ 
ceed  to  investigate  and  determine  the 
matters  involved  in  such  application 
without  further  or  formal  hearing,  if 
because  of  an  emergency  a  grant  of  tem¬ 
porary  relief  is  found  to  be  necessary 
before  the  expiration  of  the  15-day  pe¬ 
riod.  a  hearing,  upon  a  request  filed 
within  that  period,  may  be  held 
subsequently. 

By  the  Commission. 

[seal!  George  W.  Laird, 

Secretary. 

[F.  R.  Doc.  54-6382;  Piled,  Aug.  17,  1954; 

8:48  a.  m.] 


[4th  Sec.  Application  29573] 

Motor -Rail  Rates  in  the  East  ; 

Substituted  Service 

APPLICATION  FOR  RELIEF 

August  13, 1954. 

The  Commission  is  in  receipt  of  the 
above-entitled  and  numbered  applica¬ 
tion  for  relief  from  the  long-and-short- 
haul  provision  of  section  4  (1)  of  the 
Interstate  Commerce  Act. 

Filed  by:  The  New  York,  New  Haven 
and  Hartford  Railroad  Company  and 
Wilson  Freight  Forwarding  Company. 

CcHnmodities  involved:  Semi-trailers, 
loaded  or  empty,  on  flat  cars. 

Between:  Boston,  Mass.,  Hartford  and 
New  Haven,  Conn.,  on  the  one  hand,  and 
Harlem  River,  N.  Y.,  Elizabeth  and  Edge- 
water,  N.  J.,  on  the  other,  also  between 
Boston,  Mass.,  and  New  Haven,  Conn. 

Grounds  for  relief:  Competition  with 
motor  carriers. 

Any  interested  person  desiring  the 
Commission  to  hold  a  hearing  upon  such 
application  shall  request  the  Commis¬ 
sion  in  writing  so  to  do  within  15  days 
from  the  date  of  this  notice.  As  pro¬ 
vided  by  the  general  rules  of  practice  of 
the  Commission,  Rule  73,  persons  other 
than  applicants  should  fairly  disclose 
their  interest,  and  the  position  they  in¬ 
tend  to  take  at  the  hearing  with  respect 
to  the  application.  Otherwise  the  Com¬ 
mission,  in  its  discretion,  may  proceed 
to  investigate  and  determine  the  matters 
involved  in  such  application  without  fur¬ 
ther  or  formal  hearing.  If  because  of 
an  emergency  a  grant  of  temporary  re¬ 
lief  is  foimd  to  be  necessary  before  the 
expiration  of  the  15-day  period,  a  hear¬ 
ing,  upon  a  request  filed  within  that 
period,  may  be  held  subsequently. 

By  the  Commission. 

[seal]  George  W.  Laird, 

Secretary. 

[P.  R.  Doc.  64-6383;  Piled.  Aug.  17.  1954; 

8:48  a.  m.] 
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[4th  Sec.  Application  29575] 

Speigel-Eisen  From  Houston,  Tex.,  to 
Various  States 

APPLICATION  FOR  RELIEF 

August  16,  1954. 

The  Commission  is  in  receipt  of  the 
above-entitled  and  numbered  application 
for  relief  from  the  long-and-short-haul 
provision  of  section  4  (1)  of  the  Inter¬ 
state  Commerce  Act. 

Filed  by:  F.  C.  Kratzmeir,  Agent,  for 
carriers  parties  to  schedule  listed  below. 

Commodities  involved :  Speigel-eisen 
(speigel-iron),  carloads. 

From:  Houston,  Tex. 

To:  Points  in  Arkansas,  Louisiana, 
Oklahoma,  Kansas,  Missouri,  Illinois, 
Tennessee,  and  Mississippi. 

Grounds  for  relief:  Rail  competition, 
circuity,  rates  constructed  on  the  basis 
of  the  short  line  distance  formula. 

Schedules  filed  containing  proposed 
rates:  F.  C.  Kratzmeir,  Agent,  I.  C.  C. 
No.  3960,  supp.  36. 

Any  interested  person  desiring  the 
Commission  to  hold  a  hearing  upon  such 
application  shall  request  the  Commission 
in  writing  so  to  do  within  15  days  from 
the  date  of  this  notice.  As  provided  by 
the  general  rules  of  practice  of  the  Com¬ 
mission.  Rule  73,  persons  other  than 
applicants  should  fairly  disclose  their 
Interest,  and  the  position  they  intend  to 
take  at  the  hearing  with  respect  to  the 
application.  Otherwise  the  Commission, 
in  its  discretion,  may  proceed  to  investi¬ 
gate  and  determine  the  matters  involved 
in  such  application  without  further  or 
formal  hearing.  If  because  of  an  emer¬ 
gency  a  grant  of  temporary  relief  is 
found  to  be  necessary  before  the  expira¬ 
tion  of  the  15-day  period,  a  hearing,  upon 
a  request  filed  within  that  period,  may 
be  held  subsequently. 

By  the  Commission. 

[seal]  George  W.  Laird, 

Secretary. 

[P.  R.  Doc.  54-6431;  Piled.  Aug.  18,  1954; 
8:49  a.  m.] 


[4th  Sec.  Application  29579] 

PULPBOARD  From  Wisconsin  to  Fort 
Worth,  Tex. 

APPLICATION  FOR  RELIEF 

August  16,  1954. 

The  Commission  is  in  receipt  of  the 
above-entitled  and  numbered  applica¬ 
tion  for  relief  from  the  long-and-short- 
haul  provision  of  section  4  (1)  of  the 
Interstate  Commerce  Act. 

Piled  by:  F.  C.  Kratzmeir,  Agent,  for 
carriers  parties  to  schedule  listed  below. 

Commodities  involved;  Pulpboard, 
carloads. 

Prom:  Specified  points  in  Wisconsin. 

To:  Port  Worth,  Tex. 


Grounds  for  relief:  Rail  competition, 
circuity,  grouping,  and  additional  des¬ 
tination. 

Schedules  filed  containing  proposed 
rates:  P.  C.  Kratzmeir,  Agent,  I.  C.  C. 
No.  3928,  supp.  25. 

Any  interested  person  desiring  the 
Commission  to  hold  a  hearing  upon  such 
application  shall  request  the  Commis¬ 
sion  in  writing  so  to  do  within  15  days 
from  the  date  of  this  notice.  As  pro¬ 
vided  by  the  general  rules  of  practice  of 
the  Commission,  Rule  73,  persons  other 
than  applicants  should  fairly  disclose 
their  interest,  and  the  position  they  in¬ 
tend  to  take  at  the  hearing  with  respect 
to  the  application.  Otherwise  the  Com¬ 
mission.  in  its  discretion,  may  proceed 
to  investigate  and  determine  the  matters 
involved  in  such  application  without 
further  or  formal  hearing.  If  because 
of  an  emergency  a  grant  of  temporary 
relief  is  found  to  be  necessary  before 
the  expiration  of  the  15-day  period,  a 
hearing,  upon  a  request  filed  within  that 
period,  may  be  held  subsequently. 

By  the  Commission. 

[SEAL]  George  W.  Laird, 

Secretary. 

[P.  R.  Doc.  54-6432;  Piled,  Aug.  18,  1954; 

8:50  a.  m.] 


[4th  Sec.  Application  29580] 

Pulpboard  or  Fibreboard  F^om  Dallas, 
Tex.,  to  New  Orleans,  La. 

APPLICATION  FOR  RELIEF 

August  16, 1954. 

The  Commission  is  in  receipt  of  the 
above-entitled  and  numbered  applica¬ 
tion  for  relief  from  the  long-and-short- 
haul  provision  of  section  4  (1)  of  the  In¬ 
terstate  Commerce  Act. 

Filed  by:  F.  C.  Kratzmeir,  Agent,  for 
carriers  parties  to  schedule  listed  below. 

Commodities  involved:  Pulpboard  or 
fibreboard.  carloads. 

From:  Dallas,  Tex. 

To:  New  Orleans,  La. 

Grounds  for  relief:  Competition  with 
rail  carriers,  circuity,  and  additional 
routes. 

Schedules  filed  containing  proposed 
rates;  F.  C.  Kratzmeir,  Agent,  I.  C.  C.  No. 
4063,  supp.  53. 

Any  interested  person  desiring  the 
Commission  to  hold  a  hearing  upon  such 
application  shall  request  the  Commission 
in  writing  so  to  do  within  15  days  from 
the  date  of  this  notice.  As  provided  by 
the  general  rules  of  practice  of  the  Com¬ 
mission,  Rule  73.  persons  other  than  ap¬ 
plicants  should  fairly  disclose  their  in¬ 
terest,  and  the  position  they  intend  to 
take  at  the  hearing  with  respect  to  the 
application.  Otherwise  the  Commission, 
in  its  discretion,  may  proceed  to  investi¬ 
gate  and  determine  the  matters  involved 


in  such  application  without  further  or 
formal  hearing.  If  because  of  an  emer¬ 
gency  a  grant  of  temporary  relief  is 
found  to  be  necessary  before  the  expira¬ 
tion  of  the  15-day  period,  a  hearing, 
upon  a  request  filed  within  that  period, 
may  be  held  subsequently. 

By  the  Commission. 

[seal]  George  W.  Laird, 

Secretary. 

[P.  R.  Doc.  54-6433:  Piled,  Aug.  18.  1954; 

8:50  a.  m.l 


[4th  Sec.  Application  29581] 

Crushed  Stone  From  Linwood,  Iowa  To 
Kewanee,  III. 

application  for  relief 

August  16,  1954. 

The  Commission  is  in  receipt  of  the 
above-entitled  and  numbered  applica¬ 
tion  for  relief  from  the  long-and-short- 
haul  provision  of  section  4  (1)  of  the 
Interstate  Commerce  Act. 

Filed  by:  R.  G.  Raasch,  Agent,  for  the 
Chicago,  Rock  Island  and  Pacific  Rail¬ 
road  Company,  Chicago,  Milwaukee,  St. 
Paul  &  Pacific  Railroad  Company,  and 
Chicago,  Burlington  &  Quincy  Railroad 
Company. 

Commodities  involved:  Crushed  stone, 
carloads. 

From:  Linwood,  Iowa. 

To:  Kewanee,  Ill. 

Grounds  for  relief:  Wayside  pit  com¬ 
petition. 

Schedules  filed  containing  proposed 
rates:  Chicago.  Milwaukee,  St.  Paul  and 
Pacific  Railroad  Tariff  I.  C.  C.  No. 
B-7595,  supp.  No.  67;  Chicago,  Rock 
Island  and  Pacific  Railroad  Tariff 
I.  C.  C.  No.  C-13434.  supp.  No.  35. 

Any  interested  person  desiring  the 
Commission  to  hold  a  hearing  upon  such 
application  shall  request  the  Commis¬ 
sion  in  writing  so  to  do  within  15  days 
from  the  date  of  this  notice.  As  pro¬ 
vided  by  the  general  rules  of  practice  of 
the  Commission.  Rule  73,  persons  other 
than  applicants  should  fairly  disclose 
their  interest,  and  the  position  they  in¬ 
tend  to  take  at  the  hearing  with  respect 
to  the  application.  Otherwise  the  Com¬ 
mission,  in  its  discretion,  may  proceed  to 
investigate  and  determine  the  matters 
involved  in  such  application  without  fur¬ 
ther  or  formal  hearing.  If  because  of  an 
emergency  a  grant  of  temporary  relief 
is  found  to  be  necessary  before  the 
expiration  of  the  15-day  period,  a  hear¬ 
ing,  upon  a  request  filed  within  that 
period,  may  be  held  subsequently. 

By  the  Commission. 

[seal]  George  W.  Laird, 

Secretary. 

[P.  R.  Doc.  54-6434;  Piled,  Aug.  18,  1954; 
8:50  a.  m.] 


